LAW LIBRARY 
UNIV. OF MICH. 


NOMINATION OF WILLIAM K. DIVERS 


HEARING 


SUBCOMMITTEE OF THE 
COMMITTEE ON BANKING AND CURRENCY 
UNITED STATES SENATE 
EIGHTY-SECOND CONGRESS 
FIRST SESSION 


NOMINATION OF WILLIAM K. DIVERS TO BE A 
MEMBER OF THE HOME LOAN BANK 


BOARDjFOR A TERM OF 4 YEARS 
j 


} 


JUL 17 195k 


JUNE 27, 1951 


dean the use of the Committee on Banking and Currency 


os 


UNITED STATES 
GOVERNMENT PRINTING OFFICE 
WASHINGTON 


: 1951 








COMMITTEE ON BANKING AND CURRENCY 
BURNET R. MAYBANK, South Carolina, Chairman 


J. W. FULBRIGHT, Arkansas HOMER E. CAPEHART, Indiana 
A. WILLIS ROBERTSON, Virginia JOHN W. BRICKER, Ohio 

JOHN SPARKMAN, Alabama IRVING M. IVES, New York 

J. ALLEN FREAR, Jr., Delaware ANDREW F.SCHOEPPEL, Kansas 
PAUL H. DOUGLAS, Illinois EVERETT M., DIRKSEN, Illinois 


WILLIAM BENTON, Connecticut 
BLAIR MOODY, Michigan 
A. LEE Parsons, Clerk 
Jos. P. McMurray, Staff Director 





SUBCOMMITTEE ON SECURITIES, INSURANCE, AND BANKING (ExcLuDING FEDERAL 
RESERVE MATrTERs) 


J. ALLEN FREAR, Delaware, Chairman 


BURNET R. MAYBANK, South Carolina ANDREW F. SCHOEPPEL, Kansas 
JOHN SPARKMAN, Alabama EVERETT M. DIRKSEN, Illinois 


Ir 








CONTENTS 


Statement of— 

Chapman, Charles K., counsel, Long Beach Federal Savings and 
sta atlas eas es Se WS ie os Woe Re 
Holifield, Chet, a Representative in Congress from the State of Cali- 

aces ace os Secuencia ae saan eh go al chic pe nine ce Make oo a ig d' 
MacGuineas, Donald B., attorney, Claims Division, Department of 
PANN us sso wee eek itr Std ogi nee mi lS od ino 
Phillips, John, A Representative in Congress from the State of Cali- 
a tins el aaa AA aa aes 
Letters, telegrams, statements, etc., submitted for the record by— 
Bellingham, Wash., First Federal Savings and Loan Association: Tel- 
egram to Ne ane ee 
Boise, Idaho, Provident Federal Savings ‘and Loan Association, 
R. Floyd Hewitt, president: Telegram to Senator Frear___.______ 
Burbank, Calif., Surety Bond Building-Loan Association, Walter H. 
Long, executive vice president: Telegram to Senator Frear_______- 
Chehalis, Wash., First eine and Loan Association, E. R. New gard; 
Lewis Count " Savings and Loan Association, Arthur S. Cory, presi- 
dent; West Coast Savings and Loan Association, Don Van Doren, 
secretary-treasurer: Telegram to Senator Frear___..._.._..__--- 
Cheyenne, Wyo., Federal Savings and Loan Association, C. N. Bloom- 
field, president: Telegram to Senator Frear 
Denver, Colo.: 
Columbia Savings, Building and Loan Association, Kenneth 
King: Telegram to Senator Frear__......................-. 
Industrial Federal Savings and Loan Association, A. J. Bromfield, 
president, and others: Telegram to Senator i Sesame 
Divers, William K., Chairman, Home Loan Bank Board: Letter to 
Senator Frear 
Everett, Wash.: 
Everett Federal Savings and Loan Association, G. D. Reeves, 
secretary: Telegram to Senator Frear._._.__.__._____________ 
First Federal one and Loan Association: Telegram to Senator 


F 
Glendale, Calif: 
Fidelity Federal Savings and Loan Association, F. A. Wright, 
secretary-manager: Telegram to Senator Frear_____________ 
Glendale Federal Savings and Loan Association, J. E. Hoeft, 
president: Telegram to Senator Frear______________________ 
Hammonton, N. J., First Federal Savings and Loan, C. I. Littlefield, 
executive vice president: Telegram to Senator WU sar ceca 
Holifield, Chet, a Representative in Congress from the State of Cali- 
fornia: 
Excerpts from testimony of Mr. Divers before subcommittee of 
House Expenditures Committee._..__.___________-...-__-- 
Excerpts from report of Smith committee on FHLB__________- 
Inglewood, Calif., Peoples Federal Savings and Loan Association, 
Sanford M. Anderson, president: Telegram to Senator Frear______ 
Laguna Beach, Calif., Federal Savings and Loan peers Andrew 
S. Hall, president: "Telegram to Senator Frear 
Los Angeles, Calif. : 
Atlantic Saving and Loan Association, D. A. Hoskins, secretary- 
treasurer: Telegram to Senator eer 
Coast Federal Savings and Loan Association, Joe Crail, president: 
Telegram to Senator Frear________ 
Federal Savings and Loan Association, J. K. Baillie, president : 
NNT NE NO 6 ose Sed pene ctdaweeos~ 
Metropolitan Federal Savings Loan Association, Gunther J. 
Shirley, vice president-treasurer: Telegram to Senator Frear.. 


ml 


Page 


37 
37 


37 
38 
34 


38 
38 


38 
39 
39 


13 
39 
39 


39 
40 
40: 
40 








CONTENTS 


Letters, telegrams, statements, ete—Continued 


Los Angeles, Calif—Continued 
Republic Federal Savings and Loan Association: Telegram to 
UO RNS Soy eae eS ee ea 
Western Savings and Loan Association: 
Adolph Slechta, president: Telegram to Senator Frear______ 
Hugh H. Evans, vice president and manager: Telegram to 
RIS Fer er ee 
National Savings and Loan League: 
Harold P. pee assistant manager: Letter to Senator Frear_. 
Resolution _- : 


executive | Vv ice preside nt: "Teleream to ame ln ode eat ee 

New York, N. Y., Century Federal Savings and Loan Association, 
George L. Bliss, president: Telegram to Senator Frear______ 

Oakland, Calif., various associations, members Home Loan Bank of 
San Francisco: Telegram to Senator Frear____ Se 

Olympia, Wash., Capital Savings and Loan Association, and others: 
Telegram to Senator Frear 

Pasadena, Calif.: 

First Federal Savings and Loan Association of Altadena, F. 
Dunton, president: Telegram to Senator Frear______________ 
First Federal Savings and Loan Association of South Pasadena, 
O. R. Clanton, president: Telegram to Senator Frear_______ 
First Federal Savings and Loan Association of Pasadena, Hamilton 
Patton, executive vice president: Telegram to Senator Frear__ 
Investors Saving and Loan Association, Jack H. McDonald, 
NaN Re re at i Ha Rt ae ee el al late oho rae nn 
Mutual Savings and Loan Association, R. D. Aston, president__ 
Pasadena Savings and Loan Association______________________ 

Rawlins, Wyo., Federal Savings and Loan Association, I. W. Dins- 
more, president: Telegram to Senator Frear- saa ig 

San Diego, Calif., various associations, members Home Loan Bank of 
San Francisco: Telegram a rene eee Se : 

San Jose, Calif., various associations: Telegram to Senator Frear__ 

Seattle, Wash.: 

Ballard Federal Savings and Loan Association, Harold C. Kean, 
president: Telegram to Senator Frear_______.......-.------- 

Citizens Federal Savings and Loan Association, E. E. Cushing, 
president: Telegram to Senator Frear_ -_--____- Tn as 

Lincoln First Federal Savings and Loan Association, ‘E. E. Cush- 
ing, president: Telegram to Senator Frear___________- 

West Side Federal Saving and Loan, Leslie E. Milsted, president: 
Telegram to Senator Frear_______________- ae 

Sheppard, Harry R., a Representative in Congress from the State of 
California: Letter to Senator Frear___.._._.________________- : 

Spokane, Wash.: 

Fidelity Savings and Loan Association, F. 8. Me Williams, presi- 
dent: Telegram to Senator Frear___—-__-_ 

Lincoln First Federal Savings and Loan Association, Roderick A. 
Lindsay, preside nt: Telegram to Senator Frear________ 
Tacoma, Wash., City League of Savings and Loan Associations, R. K. 

Danhauser, president: Telegram to Senator Frear______..--_----- 

United States Savings and Loan League: 

E. C. Sherbourne, member executive committee: Telegram to 
IE RIE eee ee Ree Bi aa ot ists ag noe ane ate 
Resolution : 

Van Nuys, Calif., San Fernando V alley “Federal Sav ings and Loan Asso- 
ciation, Lee W. Miller, vice president and manager: Telegram to 
SE een ee ne ard ae a ei ten in te Ga eave ae dm oa 

Westfield, N. J., Federal Savings and Loan Association, R. 8. Messer- 
smith, vice president: Telegram to-Senator Frear______.-_.--..-- 

Yakima, Wash.: 

Libert y Savings and Loan Association, Frank D. Arnold, executive 
vice president: Telegram to Senator Frear__-__- __ 5 

£akima Federal Savings and Loan Association; Home Federal 
Savings and Loan Association: Telegram to Senator Frear___- 


Page 
40 
40 
40 
41 


35 
35 


41 
41 
41 
42 


42 


44 
44 
44 


44 
44 
45 
36 
36 
45 


45 


45 


45 








NOMINATION OF WILLIAM K. DIVERS 


WEDNESDAY, JUNE 27, 1951 


UnITED STATES SENATE, 
SUBCOMMITTEE ON SECURITIES, 
INSURANCE AND BANKING OF THE 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 
The subcommittee met at 10 a. m., in room 301, Senate Office 
Building, Senator J. Allen Frear, Jr. (chairman of the subcommittee) 
presiding. 
Present: Senators Frear, Maybank, Schoeppel, and Dirksen. 
Senator Frear. The subcommittee will come to order. 
The call of the committee is for the hearing on the confirmation of 
Mr. William K. Divers, to be a member of the Home Loan Bank Board 
for a term of 4 years, expiring June 30, 1955. 
Our first witness this morning is Congressman Holifield of California. 
We are mighty happy to have you visit this end of the Capitol, and 
we hope the hearing 1 is conducted so that you will feel comfortable 
while you are here, sir. 
Mr. Hourrietp. Thank you very much, Mr. Chairman. 


STATEMENT OF CHET HOLIFIELD, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF CALIFORNIA 


Mr. Hourrretp. Mr. Chairman and Se ee I want to thank you 
for your courtesy in permitting me to appear as first witness before 
your committee this morning so that I fine éetaes to my own com- 
mittee duties. 

For the purpose of the record, I am Chet Holifield, Member of 
Congress, representing the Nineteenth Congressional District of 
California. 

I serve as a member of the House Committee on Expenditures in 
the Executive Departments, and during the second session of the 
Kighty-first Congress was named chairman of a Special Subcommittee 
of the Expenditures Committee to investigate the administration of 
the Home Loan Bank Board, with particular emphasis upon the 
dissolution of the Los Angeles bank, the seizure of the Long Beach 
Federal Savings and Loan Association, and related matters having 
to do with the administration of the basic statute governing Home 
Loan Bank Board activities. 

In 1946 a select committee of the House known as the Smith com- 
mitiee—the chairman was Congressman Howard Smith of Virginia— 
whose purpose was to investigate actions of Federal agencies to deter- 
mine to what extent, if any, they had abused their legal authority or 
had exceeded congressional intent, held an investigation of the actions 
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of the Home Loan Bank Board in relation to the California problem. 
The Smith committee made a unanimous report at the termination of 
their 1946 hearings. Those recommendations have not as yet been 
complied with by the Home Loan Bank Board. 

In 1950, at the request of the building and loan industry in Cali- 
fornia, C hairman Dawson appointed a Special Subcommittee of the 
House Expenditures Committee, of which I acted as chairman, and 
directed us to reinvestigate this matter to ascertain why the unanimous 
recommendations of the Smith committee have not been effected by 
the Home Loan Bank Board. At the end of 1950 ten days of hearings 
were held. Testimony was taken on two separate occasions on the 
Pacific coast, and there have been approximately 1,000 pages of 
testimony in hearings here in Washington, in addition to many more 
thousands of pages of documents filed with the committee. 

The investigation was not completed last fall for several reasons, 
among them the fact that private and Government counsel were 
preparing extensive briefs for presentation in the Federal circuit court 
of appeals i in San Francisco, Calif. 

The special subcommittee has subsequently been reconstituted, 
with myself as chairman, and we have embarked upon a series of hear- 
ings which we hope will conclude this matter. 

Of course the committee has not yet completely evaluated all the 
material before it, as it has not yet concluded the hearings. 

In the light, hower ver, of evidence already received, and the con- 
tentions of the « somplaint to our committee, it seems the ‘public interest 
might best be served by completing our investigation of the affairs 
of the Home Loan Bank Administration before approving any of its 
policy-making personnel, such as Mr. William K. Divers, Chairman 
of the Home Loan Bank Board, whose name is now before you for 
confirmation. 

Representatives of stockholders of the Los Angeles Bank, whose 
members have assets of over $1,400;000,000, with depositors totaling 
more than 300,000, and representatives of 16,000 depositors from the 
Long Beach Association, and others, have presented evidence before 
our committee which thus far is substantially uncontradicted, on the 
following matters: 

That Mr. Divers asserts his acts as Chairman of the Home Loan 
Bank Board cannot be reviewed by any court, and that he is immune 
from the Administrative Procedure Act, an act of C ongress to make 
reviewable final decisions of his, as well as other administrative agen- 
cles. 

That the Federal Savings and Loan Insurance Corporation is under 
the direct control of Mr. Divers as the administrative head of the 
Home Loan Bank Board, and as one of two trustees at this time. 

That the Insurance Corporation was created by Congressional 
action to insure the safety of savings deposits. 

That a suit has been filed by the depositors of a Long Beach Asso- 
ciation against the Insurance Corporation in the United States court 
at Los Angeles, Calif. 

That Mr. Divers defies the right of any court to determine or en- 
force the claims of the depositors against the Insurance Corporation. 

Mr. Divers is said to contend that claims against the Insurance 
Corporation can be determined by the Home Loan Bank Board only, 
and that the courts are without jurisdiction. 





NOMINATION OF WILLIAM K. DIVERS 3 


If this contention of Mr. Divers be true, the insurance is valueless, 
except at the whim of the Home Loan Bank Board, of which he is 
Chairman. 

The contention of Mr. Divers that the courts are without jurisdic- 
tion is in direct violation of the mandate of Congress, which states at 
section 1725 (c) U.S. C. A., subdivision (4), that the Insurance Cor- 
poration may— 


* * * sue or be sued, complain and defend, in any court of law or equity, 
State or Federal. * * * 


To nullify the depositors’ rights to suit and recovery through the 
courts is against the public interest and destroys the purpose for which 
the Insurance Corporation was created. Even though the insurance 
premiums have been paid by approximately 156 California savings 
associations to the Insurance Corporation, Mr. Divers represents to 
the court and to the California depositors whose money he has ac- 
cepted: 


It (the Insurance Corporation) maintains no office in the State of California 
and there is no officer or agent in California upon whom service of process has 
been or can be made. * * * 


To deprive these depositors of recourse to the courts to enforce 
their claims is to render the insurance of their savings accounts a 
nullity. It is against the public welfare and in violation of the Cali- 
fornia statute enacted to prevent just such a fraud upon the public 
by insurance corporations. 

The California statute reads in part as follows: 


1. The purpose of this Act is to subject certain insurers to the jurisdiction of the 
courts of this State in suits by or on behalf of insured or beneficiary under insur- 
ance contracts. The Legislature declares that it is a subject of concern that 
nonadmitted insurers have issued policies of insurance to residents of this State 
physically present herein at the time of such insurance thus presenting to such 
residents often insuperable obstacles of resorting to distant forums for the purpose 
of asserting legal rights under such policies; that this State has an interest in pro- 
viding to its residents a convenient forum for the purpose of asserting and enfore- 
ing legal rights under such policies; that if such residents are left to seek remedy in 
distant forums they will be, for practical purposes, without remedy. In further- 
ance of such State interest the Legislature herein provides a method of substituted 
service of process upon such insurers and declares that in so doing it exercises its 
power to protect its residents and to define for the purpose of this statute what 
constitutes doing business in this State and also exercises powers and privileges 
available to it by virtue of Public Law 15, Seventy-ninth Congress of the United 
States, chapter 20, first session. 8S. 340 as amended which declares that the busi- 
ness of insurance and every person engaged therein shall be subject to the laws 
of the several States. 


That is the end of the California statute. 

The act, S. 340, of Congress said in part: 

The Congress hereby declares that the continued regulation * * * by the 
several States of the business of insurance is in the public interest, and that silence 
on the part of the Congress shall not be construed to impose any barrier to the 
regulation or taxation of such business by the severs! States. 

Sec. 2. (a) The business of insurance, and every person engaged therein, shall be 


subject to the laws of the several States which relate to the regulation or taxation 
of such business. 


Congress in creating the Insurance Corporation said it could “‘sue 
or be sued in any court State or Federal,’’ but Mr. Divers says the 
courts have no jurisdiction over the Insurance Corporation. 

The principle here involved sets the precedent for the safety of over 
$11,000,000,000 savings belonging to 7,000,000 people. 
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Can Mr. Divers, the chief administrator of the Insurance Corpora- 
tion, created by Congress to protect these people’s savings, nullify 
the act of Congress, jeopardize the safety of the people’s savings, 
flaunt the United States courts, and disregard the aubbe policy of our 
State? 

The language here may seem a bit harsh, but the depositors have 
been trying for 3 years, since 1948, to collect from the Insurance 
Corporation administered by Mr. Divers. 

For more than 5 years the depositors of California have suffered 
under the improper administration of this agency. 

The agency in 1946 was the subject of a prior congressional investi- 
gation, and in 1947 was completely reorganized by the President 
following the rampant abuses of its predecessors. These abuses 
prec ipitated litigation which has twice been in the United States 
Supreme Court and is the subject of six presently pending appeals in 
the United States court of appeals at San Francisco. 

The litigation arose from the seizure in 1946, without notice, 
hearing, or trial, by the agency before its reorganization, of two solvent, 
prosperous and. growing financial corporations. 

The first of these, the Federal Home Loan Bank of Los Angeles, 
had grown from $10,000,000 to $46,000,000, and at the time of the 
seizure had $1,900,000 surplus. It was seized because of its resistance 
to the confiscation and liquidation of the Los Angeles bank and its 
complaint to Congress over such actions. 

Immediately upon the seizure of the Long Beach association, the 
bureau which is the Insurance Corporation made a publicity release 
to the newspapers and mailed to all depositors a misstatement of the 
facts, as a result of which a $10,000,000 run of withdrawals imme- 
diately ensued. Titles to the homes of approximately 8,000 borrowers 
were clouded and rendered unmarketable. 

Even after Chairman Divers joined in Bank Board Resolution No. 
388, removing the conservator of the Long Beach Association, and 
directing that a copy of the resolution be filed with the United States 
court, and reporting to this Congress on three separate occasions in 
official reports, that such conservatorship had been terminated, he 
reversed his position and stated to the United States court as follows: 

This defendant further states that said A. V. Ammann has continued to be and 
is now the duly designated conservator for said association, but that since January 
24, 1948, said A. V. Ammann has been prevented from performing and exercising 
the duties of conservator by reason of an order of this court * * * (R..7030). 

Thus he asserts one position before the court at one time and 
reverses such position at another time. He tells Congress one thing 
to make it appear he is complying with congressional committee 
recommendations, while at the same time he asserts exactly the 
opposite position before the United States courts. 

Mr. Divers repeatedly offered to return the seized Los Angeles 
bank if the Long Beach depositors would abandon their rights to an 
accounting for what was done with their seized assets, and would 
waive their claims against the Insurance Corporation. 

Not only does Mr. Divers defy the jurisdiction of the courts, but he 
threatens and intimidates those so bold as to make a claim against 
the Insurance Corporation. 

The Long Beach association is threatened with liquidation because 
its depositors sought the court’s help in collecting the Insurance 
Corporation’s liability. 
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Had not the United States court issued an injunction to protect 
the depositors and the court’s jurisdiction, the association would have 
been liquidated and its depositors helpless. 

Mr. Divers refuses to come to California within the court’s district. 

Senator MaysBank. What court is that? 

Mr. Hourrtetp. The United States district court. 

Senator MayBank. Can’t they subpena him if they want him 
there? 

Mr. Hourrretp. Not unless he is in the State. That 
understanding. 

Senator MayBank. A subpena cannot be issued? 

Mr. Hourrretp. That is my understanding. 

Mr. Divers requires all of his conferences with the 156 California 
savings and loan associations, representing more than a billion dollars 
savings, to be held out of California, out of the court’s jurisdiction. 

This evasion of the courts is not surprising since the court records 
presented in evidence to our committee show that Mr. Divers defaulted 
to verified pleadings charging him with attempting to seize and liqui- 
date the Long Beach association to liquidate the claims against the 
Insurance Corporation, defraud the depositors, and prevent a trial 
upon the merits in the United States court, of the justice of the 
depositors’ claims. 

In the light of the charges now pending against Mr. Divers and 
others of the Home Loan Bank administration and the substantial 
evidence already presented to our committee to sustain the charges, 
it would seem appropriate that I request at this time that the con- 
firmation of Mr. Divers’ reappointment be held in abeyance, pending 
the completion of the investigation and hearings now pending before 
my committee. 

In conclusion, Mr. Chairman, if this honorable committee should 
deem it advisable to recommend the confirmation of Mr. Divers 
before the conclusion of my subcommittee’s hearings, I respectfully 
suggest that Mr. Divers be questioned as to his attitude and his 
intentions regarding certain very important phases of future adminis- 
tration. 

Our testimony discloses that Mr. Divers has failed to designate 
throughout the country appropriate agents for accepting service of 
process on the Federal Savings and Loan Insurance Corporation. 

As a result of this failure the insurance of our citizens is dependent 
upon Mr. Divers’ whim in each individual case. 

If he is willing to accept process, the citizen can obtain the right of 
judicial review which Congress gave him. But if Mr. Divers is un- 
willing, the citizen is unable t to obtain relief from an impartial tribunal. 

This is contrary to section 1725 (c) USCA, subdivision 4, which 
authorizes the insurance corporation to— 


* %* * sue or be sued, complain and defend, in any court of law or equity 
State or Federal * * * 


is my 


Mr. Divers makes the contention that the District of Columbia 
is the place to file these suits. I say if he makes that contention then 
he still does not fulfill the law because the law plainly says “State or 
Federal.” 

I also point out, Mr. Chairman, that the unanimous recommenda- 
tions of the select committee chaired by Judge Howard Smith, of 

85774—51 
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Virginia, and which were rendered in a report in July 1946, have not 
been carried out by Mr. Divers and the present Board. 

I am advised further, Mr. Chairman, that this committee and its 
chairman will shortly receive a barrage of telegrams from the State 
of California from building and loan associations, asking for the 
confirmation of Mr. Divers. 

Those telegrams are being solicited by Mr. Perham, who was ap- 
pointed by the Chairman of the Home Loan Bank Board and his 
colleagues as chairman of the regional bank at San Francisco. 

Mr. Perham was the personal choice of the gentleman seeking con- 
firmation, whose request for confirmation is before you. 

The barrage of telegrams which you will undoubtedly receive as a 
result of the solicitation should be considered in this light. Of course 
you know that the associations that are being solicited for telegrams 
depend upon Mr. Perham for their line of credit. 

Mr. Chairman, I have here a copy of the report of the Select Com- 
mittee to Investigate Executive Agencies, to which I referred. I will 
leave this with you. The committee’s recommendations are marked 
on page 27 

I also have an open letter from my colleague, Congressman Shep- 
pard, of southern California, who is unable to be here this morning. 
He writes the chairman to that effect and supports the statements that 
I have made. 

I also have here with me this morning Congressman Doyle, of Long 
Beach, whose district has this Long Beach Savings and Loan Associa- 
tion which was seized in 1946. 

Congressman King is also here, whose district adjoins Congress- 
man Doyle’s. 

I also have a statement here which Congressman John Phillips, of 
California, has asked me to file in his behalf. 

He is unable to be here because he is in the Rules Committee this 
morning pleading for a rule. 

I have his statement which I present at this time for filing with your 
committee. 

Senator Frear. Do you request that it be made a part of the record? 

Mr. Houirretp. I do. At his request, 1 make that request. 

Senator Frear. Is there objection? 

Without objection, it will be made a part of the record. 

(The statement referred to follows:) 


STATEMENT OF JOHN PHILLIPS, A REPRESENTATIVE IN CONGRESS FROM THE £TATE 
or CALIFORNIA 


For the record, I am the Representative in Congress from the Twenty-second 
California District. My name is John Phillips. I appeared before the Smith 
committee, at the time of its investigation of this matter in 1946, as the record 
will show. I have been astounded to learn that in spite of the unanimous report 
of that congressional investigating committee, which condemned the seizure and 
confiscation of the Los Angeles bank and the Long Beach Association, and which 
made specific recommendations to correct the damages done those institutions, 
that 5 years have elapsed and that an agency of the United States Government 
has persistently refused to follow either the specific recommendations of a con- 
gressional committee, or the findings of a court of competent jurisdiction. Per- 
haps I should have known this before, but I did not. Neither the Long Beach 
Federal Savings Association, nor the Federal Home Loan Bank of Los Angeles 
is in my congressional district. I do have more than a casual interest however, 
as many of my constituents living in the commercial area of the city of Long Beach, 
are either depositors or borrowers from the Long Beach Association. I had been 
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articularly disturbed to discover that Mr. William B. Divers, of the Home Loan 

ank Board, has been involved in any way in these delays and invasions. In 
the subcommittee of the Committee on Appropriations, on which I serve, the 
Home Loan Bank Board as an agency, and Mr. Divers as an individual, have both 
been held in the very highest regard. It is true that we judge these things largely 
from a financial standpoint, which is our job. Nevertheless, I would have taken 
an oath that Mr. Divers would not have permitted himself to become involved 
in a bureaucratic action, as arbitrary as this one, and I say today with confidence 
that if the testimony before this subcommittee, which is presently starting hear- 
ings, confirms the testimony of 5 years ago before the Smith committee, and all 
findings of the court which I have been able to secure and read, Mr. Divers will 
be the first to clear himself of what will otherwise be a serious charge against him 
and against his agency. 

The seizure of the Long Beach Association caused great anxiety among people 
of my district. Titles to homes were clouded. There was a run of withdrawals 
by depositors. A seizure without trial, notice or hearing, is a violation of our 
rights. This is why we have a Constitution. This is why the United States of 
America actually exists. If such a seizure can be made then we are not merely 
taking the first step to dictatorship, but we are approaching the final step. Ac- 
cording to General Bradley we have spilt the blood of approximately 150,000 of 
the choicest young men of America in the present conflict in Korea. Why? For 
the sake of freedom. We have spent untold millions in foreign countries before 
and since World War II. Why? For the sake of freedom. My committee is 
presently being asked for some $9 billion worth of appropriations, to be spent 
from money we do not have, to be laid upon the backs of taxpayers who are 
already overburdened. Why? For the sake of freedom. What is the point 
of doing any of this if we permit Government agencies here at home to defy the 
courts and to defy Congress? The failure to restore the Los Angeles bank, or 
to right the wrongs inflicted upon the Long Beach Association, are examples of 
what I mean. 

It is not only the opportunity, but it is the obligation of the Congress, and of 
such a subcommittee as the one before which I am now testifying, to supervise the 
laws we make, to insure the proper interpretation and the proper administration, 
with the aid of the court, so that our efforts may be of the greatest benefit to the 
people and to the Nation. 

I urge you this morning, in the light of the evidence of 5 years ago, and in the 
light of evidence which will be presented to your committee now, to insist that 
the recommendations of the courts and the recommendations of Congress be 
carried out immediately. I hope you will oppose the confirmation of every 
Federal official who has disregarded the recommendations of Congress, and who 
has evaded the jurisdiction of our courts, and who has attempted to use his power 
to defraud or harass the citizens of the United States who are involved in this 
situation, and who would be helpless if it were not for the protective power of 
the Congress, as represented today by this subcommittee. It would be better 
for us to repeal the laws creating this agency, than let it seize, harass, and intimi- 
date our people, when it was created as an agency to protect these people. 

The failure of a Government agency to discharge its obligations to the people 
over whom it has jurisdiction is just as dishonest as the fradulent seizure of these 
banks was in the first instance. To withhold further, and improperly, the restora- 
tion of the Los Angeles bank, as an aid or as a lever to defraud the people of Long 
Beach, or the surrounding area, which would include my district, is an inexcusable 
lack of integrity. It is my opinion that this alone, without any other evidence 
whatever, should be sufficient to remove from office the officials responsible for it, 


Mr. Hourrretp. Mr. Chairman, I had committee hearings yes- 
terday, and there are some excerpts of that hearing, if I may be 
allowed to read at this time—— 

Senator Frear. Congressman, you are certainly permitted to 
offer anything in evidence that you care to. 

Mr. Houirrevp. I will leave a copy of this transcript, also, with the 
committee when I leave the witness stand. ° 

Senator Frear. Very well. 

Mr. Hourrreup. Mr. Fischbach, the attorney for the committee, 
is here at my right, at my request, and this particular testimony waa 
elicited by Mr. Fischbach from Mr. Divers. 
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I will read this testimony. 

Senator Frear. Did you say this is testimony that was given 
yesterday? 

Mr. Houtrretp. Yesterday before my subcommittee by Mr. 
Divers under oath. 

Senator Frear. Thank you. 

Mr. HoutIFIe.p (reading): 


Mr. Fiscupacn. Since you have been a member of the Board, have you 
appointed agents for the service of process? 

Mr. Divers. No, sir. 

Mr. Fiscupacn. At any place in the United States? 

Mr. Divers. No, sir. 

Mr. Fiscupacu. Well, is it your position that the acts of the Home Loan 
Bank Board are, or are not, subject to review under the Administrative Pro- 
cedure Act? 

Mr. Drivers. I have always been under the impression that they were subject 
to review. 

Mr. Fiscusaca. So that judicial review is available to a person? 

Mr. Divers. That has been my impression, sir. 

Mr. Fiscupacn. Have you ever contended otherwise? 

Mr. Divers. I don’t know what the position was that was taken in the brief, 
but I have never felt otherwise. Let’s put it that way. 


The brief he refers to is pleadings which are before the district court. 
They did take the position in that brief that their administrative acts 
were not subject to judicial review. 


Mr. Fiscupacn. All right. 

Mr. Divers, coming again to the suability of the insurance corporation, either 
by a depositor, a creditor, or one who asserted a claim, in light of the fact that 
you have not appointed specific agents for the service of process upon the insur- 
ance corporation, how would they go about serving the insurance corporation, 
let us say, in the municipal court in the city of New York? 


Mr. Divers’ answer was: 


I should think that they would probably either have to ask us to accept service 
or to designate an agent that they could serve. 

Mr. Fiscuspacn. So that it would be within your discretion as a trustee of the 
insurance corporation to take such action as you saw fit upon such a request? 

Mr. Divers. That would be my impression. Now, I have not studied the act 
with that in mind. 

Mr. Fiscusacu.’ Basically, I take it you know, not only as a lawyer but as a 
member of the Home Loan Bank Board and also as a trustee of the insurance 
corporation, that it was the specific provision of Congress that the insurance 
corporation should be a corporation which could sue and could be sued. You know 
that, do you not? 

Mr. Divers. That is correct, sir. 

Mr. Fiscupacn. Has it ever been called to your attention that a suit was 
brought in Federal court in southern California by the Long Beach Association? 

Mr. Divers. Yes. 

Mr. Fiscuspacu. The shareholders against the insurance corporation? 

Mr. Divers. Yes, sir. 

Mr. Fiscusacu. What position did the insurance corporation take in connec- 
tion with its suability in that jurisdiction? 

Mr. Divers. I am advised the position they took was they could not get 
service on the insurance corporation by serving Mr. Noon. 


Mr. Noon at that time was the vice chairman of the Home Loan 


Bank Board of San Francisco and in charge of the Los Angeles branch 
of that regional bank. 


Mr. Fiscupacu. How could they get service in soutisern California or anywhere 
else in the United States outside of the District of Columbia? 

Mr. Divers. I don’t know. I have not discussed it with our counsel or with 
the general manager of the insurance corporation. 
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Mr. Fiscupracn. I take it that Mr. Noon had not been designated as a person 
upon whom process could be served in connection with any claim against the 
insurance corporation? 

Mr. Divers. That is my understanding. 

Mr. Fiscupacn. Had anybody anywhere been designated as a person upon 
whom process could be served in any action anywhere in the United States? 

Mr. Divers. Not to my knowledge, although I prefer that Husband answer 
that. I have only been there for 3 years or so, and it is possible that it was done 
before when the claims on the insurance accounts were more active. 

Those are some extracts, gentlemen, which substantiate in Mr. 
Divers’ own words the statements that 1 have made. 

In my opinion, the savings accounts of the people of the United 
States are in jeopardy unless they have recourse to the courts for an 
impartial hearing on claims which they may make against the insur- 
ance corporation which is under the domination of the Home Loan 
Bank Board, and the two trustees of which are members of the Home 
Loan Bank Board. 

In other words, they act in a dual capacity as members of the Home 
Loan Bank Board and as trustees of the insurance corporation. 

Their contention has been that for the purpose of suit the insurance 
corporation cannot be sued because it is an indivisible part of the 
Home Loan Bank Board, and as the Home Loan Bank Board cannot 
be sued the insurance corporation cannot be sued without their 
acquiescence. 

Senator Frear. I understood you to say, Mr. Congressman, that 
Mr. Fischbach is the attorney for vour subcommittee. 

Mr. Houtrieip. ‘That is right. I am not a lawyer, Mr. Chairman, 
and I make no claims of being a lawyer. Therefore, I brought Mr. 
Fischbach with me in case questions are asked which involve legal 
technicalities which I am not competent to testify to.’ 

Senator Frear. 1 thought I understood that you were reading 
quotations, and I assumed he was the counsel for that subcommittee. 

Mr. Hourrietp. That is right. 

Senator Maybank. I came to make a quorum, and unfortunately 
I have to leave. 1 will read in the record what Mr. Fischbach says 
and what Mr. Divers says, also. I will have to be excused. 

Senator Frear. All right. We know that you are busy. 

Senator ScHorpPE.L. How long will it be, in your judgment, before 
your committee hearings are concluded? 

Mr. Hourrreip. Senator, I hope to conclude those hearings within 
a period of 2 weeks. I intend to pursue them expeditiously. 

We have a hearing scheduled for tomorrow morning, and we 
expect to have hearings on Friday, if it is possible to get a quorum 
present, and continue until we finish. I believe we can finish within 
10 days or 2 weeks. 

Senator ScHorpPeL. How long have these hearings been in progress? 

Mr. Houirietp. We had a 10-day hearing in the fall of 1950. Our 
committee was late in being reconstituted, and the counsel for both 
the plaintiffs and the Government have been very busy on the filin 
of their briefs in the California courts. Therefore, we have not hel¢ 
hearings up until this date. 

Senator Dirksen. Mr. Holifield, I take it from your statements that 
the first investigation in this matter by the House Expenditures Com- 
mittee came in 1950. 
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Mr. Houirretp. There was the special select committee that was 
chaired by Congressman Howard Smith, of Virginia, in July of 1946. 

They made unanimous rec ommendations regarding the restoration 
of the Home Loan Bank of Los Angeles and the Long Beach Building 
and Loan Savings Association. 

Our first hearings of the Expenditures Committee were in the fall of 
1950. 

Senator Dirksen. Did the Smith committee start in 1946 and carry 
on all the way through? 

Mr. Houirretp. No. It was a select committee, and it expired 
shortly after this report was made. 

Senator DirkseN. Did you include the recommendations of the 
Smith committee in your statement? 

Mr. Houtirievp. | am filing with you the report of the Smith com- 
mittee, with a notation that its recommendations are marked on 
page 27 

Senator DirksEN. Now, in connection with the investigation you 
are now conducting as chairman of the special subcommittee of the 
Expenditures C ommittee, was that made entirely here or did you make 
some investigation on the ground out in California? 

Mr. Houirievp. I had three witnesses, I believe, before me, and the 
attorney of our committee, and we took some testimony in California 
from three people. 

That testimony has not been accepted officially by our committee 
as yet. 

It was more in the way of a field investigation, and it has not been 
submitted to our committee for approval. However, I am not using 
any of the information obtained from those witnesses in this presenta- 
tion. 

Senator Dirksen. I notice you say this litigation started with the 
seizure in 1946 of the Federal Home Loan Bank of Los Angeles. 

Mr. Hourrietp. That is right. 

Senator Dirksen. Is that the bank proper, or is that a savings and 
loan association? 

Mr. Houirie_p. At that time there were 12 so-called regional banks. 
That was the bank proper in Los Angeles, having the $46,000,000 that 
I referred to. 

That was resisted by many of the association people, and subsequent 
to the seizure by the Home Loan Bank Commissioner, the Long Beach 
Savings and Loan Association, of which Mr. Gregory was president, 
was seized, we feel, in an arbitrary and capricious manner, 

I do not want this committee to suffer under the illusion that Mr. 
Divers was at that time in charge of the Home Loan Bank Board. 

A Mr. Fahey, who is now deceased, was the Home Loan Bank 
Commissioner, a one-man board at that time. Subsequent to Mr. 
Fahey’s action in this regard the bank board was changed to a three- 
man board, and Mr. Adams and Mr. Divers were made members of 
that three-man board, also a Mr. Dyke. 

Mr. Dyke subsequently resigned, I believe, or his term expired and 
he was not confirmed, and a Mr. LaRoque of North Carolina was made 
a member of the three-man board. He has subsequently resigned. It 
is a two-man board at this time. 

Senator Dirksen. I see you state that the reason for the seizure of 
the Long Beach Association was that it resisted an effort to confis- 
cate and liquidate the Los Angeles bank. 
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Mr. Houirretp. My opinion is that the seizure was a punitive 
seizure, and it was so found by the Smith committee, because Mr. 
Gregory and members of his board were very active in resisting the 
seizure of the Home Loan Bank of Los Angeles. 

We feel that Mr. Fahey acted capriciously and punitively in the 
seizure of this association. Charges were made, of course, of fraud 
and other misconduct which were never proved and which have not 
been proved to this day. 

Subsequent to that seizure and after 20 months of conservatorship 
this association was returned to Mr. Gregory and its members, and 
they have operated it ever since. 

At the time it was returned the assets of the corporation had been, 
reduced from $26,000,000, I believe, to $14,000,000 during the 20 
months that the conservator had charge of the organization. 

Since then it has gone up above the $26,000,000, I believe it is close 
to $30,000,000 at the present time, from the $14,000,000 level that it 
was at the time it was restored to the Long Beach Association. 

Over $12,000,000 of its assets are still in the registry of the court 
and have not been restored to the association, and the accounting of 
the conservator has been, I believe, twice refused by the Federal 
District Court of Los Angeles as being incomplete and unsatisfactory. 

The FBI agents are now helping, as I understand it, in furnishing 
the full and complete accounting which the conservator was directed 
by the court and by Mr. Divers to furnish but which has not been 
furnished to this date. 

Senator Dirksen. Was the Long Beach Association reorganized at 
any step along the way? 

Mr. Houirietp. No. There is a controversy at the present time. 
This is a very complicated case, I might add. There was a controversy 
at this time as to whether Mr. Divers and his board intended to restore 
the association to the original directors of that association. The fact 
is, however, that it was restored to them and they have had control of 
it ever since. 

Senator Dirksen. Is there any other case that is parallel with this 
that you know anything about? 

Mr. Houtriretp. None that I know of, Mr. Senator. 

Senator Dirksen. That is all for the moment, Mr. Chairman. 

Senator Frear. Were you a member of the Smith subcommittee, 
sir? 

Mr. Houirretp. I was not. I was a Member of Congress at the 
time, but not a member of the Smith subcommittee. 

Senator Dirksen. I thought I saw Representative King here. Is 
he here? 

Mr. HouirieLp. Representative King is here. Representative King 
and also Representative Doyle, of Long Beach, are here in support of 
my statement. I am not aware of whether or not they wish to make 
a separate statement. 

Senator Dirksen. And is Representative Phillips concurring? 

Senator Frear. Representative Phillips filed a statement. 

Mr. Houirrevp. Representative Phillips filed a statement. He 
was not able to stay and hear my statement. 

Senator Frear. Do you know the contents of Representative 
Phillips’ statement? 

Mr. Hourrievp. Yes, sir. 

Senator Frear. Does that substantiate your statement? 








12 NOMINATION OF WILLIAM K. DIVERS 


Mr. Houirrevp. It elaborates my statement. I will leave it up 
to the committee as to whether it substantiates it or not. 

He made this before my committee yesterday and asked me to 
present it. 

Senator Dirksen. You say you expect to complete your hearings 
in the next 2 weeks? 

Mr. Hourrieip. That is right. 

Senator Dirksen. I presume that thereafter you will file a report. 

Mr. Hourrrevp. I will. 

Senator Dirksen. Do you contemplate any further action in the 
House after that report is filed? 

Mr. Houirretp. My committee, as you know, cannot take legisla- 
tive action on this matter. We can only recommend that it be the 
province of the Banking and Currency Committee or other appropriate 
legislative committee to make such legislative changes as we will 
recommend. I think we will make several recommendations. 

I might point out to this committee that the basic act has not been 
completely reviewed by Congress, that there are, in my opinion, many 
loopholes in this act oleh need legislativ e action to prevent a recur- 
rence of this situation in California, which, in my opinion, has already 
cost a million dollars in litigation fees. 

There are six appeals now pending in the Federal court on this mat- 
ter. The last brief that was filed was based on 20 volumes of the 
record. I can see no end to the litigation regardless of the decision of 
the court in San Francisco as to the jurisdiction—it is a jurisdictional 
question that is raised as to whether the courts have the right to review 
these acts—regardless of whether it decides for or against the plaintiff; 
in my opinion additional litigation may be involved which will tie up 
the building and loan associations for any number of years in the 
future. 

Over $500,000 worth of fees have already been approved by the 
Federal district court in Los Angeles to counsel for the associations 
and the bank, the Los Angeles bank stockholders’ group. 

I do not have complete evidence of what the Government has 
spent, but I estimate that the Government may have spent as much. 

Senator Frear. Who paid that $500,000? 

Mr. Houirie tp. Part of it has been paid, and part of it is still 
under litigation. 

Senator Frear. By whom was the part paid? 

Mr. Hourrreip. By the associations. 

Senator Frear. Building and loan associations? 

Mr. Houirretp. Building and loan associations and by the stock- 
holders’ committee 

I am informed by my counsel that all the money that was paid was 
paid by the associations that are involved. 

Senator Frear. Briefly, what was the reason that the Home Loan 
Bank Board took over the Los Angeles bank? 

Mr. Hourrietp. It is a long story, Senator, but I will try to make it 
very short. 

A man was selected for president of the Home Loan Bank Board in 
Los Angeles. ‘That man was unsatisfactory to Mr. Fahey. 

I might point out that while such a president is elected by the 
association members in that region he must have confirmation by, at 
that time, the Commissioner, Mr. Fahey. 
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Mr. Fahey refused to approve this man although he had been acting 
president for a year and a half or 2 years. 

Senator Frear. What commission has to approve him? 

Mr. Houirietp. Mr. Fahey was known then as the Commissioner. 
He was the one man that took the place of the Board. 

Senator Frear. In the Washington office? 

Mr. Ho.trietp. The Washington office. Mr. Fahey, I believe, 
had someone that he preferred to have that job. A dispute arose 
between the associations and Mr. Fahey, and neither would yield, and 
the procedure was started by Mr. Fahey of seizing the Home Loan 
Bank of Los Angeles which had $46,000,000 and combining it with the 
Eleventh Region Bank at Portland, which had assets, I believe, of 
$8,000,000 at the time, and then taking the combined Los Angeles and 
Portland banks, the twelfth and eleventh districts, respectively, and 
placing them in San Francisco in a united bank, which is now in 
existence in San Francisco for the eleventh and twelfth regions. 

If the Senator desires it, counsel can give you a brief résumé of that. 

Senator Frear. | think that answered my question. 

That was either 1946 or previous to 1946? 

Mr. Ho.irievp. It was in 1946, yes, sir, prior to the Smith com- 
mittee investigation. 

Senator FREAR. Senator Schoeppel. 

Senator SCHOEPPEL. Congressman Holifield, do you contend that 
the refusal on the part of Mr. Divers to submit fo the jurisdiction 
of the California courts, State or Federal, is the one thing that would 
justify this committee in looking carefully at recommending his con- 
firmation? Or do you have within your knowledge or within that 
of your committee, information that would indicate that Mr. Divers 
is—and I do not like to use the word—guilty of malfeasance in office, 
or something like that? 

Mr. Houirievp. I certainly would not make a charge against Mr. 
Divers of being guilty of malfeasance. I think Mr. Divers in many 
ways has been a “good administrator. 

{ do feel that he has failed to implement the act of Congress by 
designating agents in convenient locations throughout the Nation to 
receive process for the Insurance Corporation in the case of claims 
of depositors. 

I point out that the FDIC has taken that action so that people 
do have access to the courts to lay their claims before convenient 
courts, and I do say that Mr. Divers has been lax in his duty as an 
administrator by not affording the people of the United States access 
to a designated agent. for the purpose of filing legal claims. 

Senator ScHorPPeL. That is your main and sole contention, then? 

Mr. Houtrtetp. That is one of my contentions. 

The other contention is that the recommendations of the Smith 
committee which were unanimous have not been carried out by 
Mr. Divers. 

They are very short, sir. I would like to have the privilege of 
reading them. 

Senator Frear. You may. 

Mr. Houirietp. The recommendations of the Smith committee 
were: 

(1) That the Commissioner revoke the order reducing the number of districts 
from 12 to 11 in the Federal Home Loan Bank System. 

85774—51——8 
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(2) That the Commissioner take all necessary steps to reestablish a Federal 
Home Loan Bank of Los Angeles and a Federal Home Loan Bank of Portland, 


and revoke the order or orders by which the assets of these two district banks 
were intermingled. 

(3) Should the Commissioner, in the light of the evidence adduced before 
your committee, still adhere to the opinion that the number of districts should 
be reduced from 12 to 11, and is still of the opinion that he has the legal authority 
to reduce the number of districts, he should proceed to give due notice of such 
intention to all of the associations in the area affected, hold hearings, and give 
due weight to the recommendations of the officials of the banks involved and 
to the views of the associations which are members of the regional banks affected, 
and should likewise take into consideration the views of the industry generally. 
Any sudden and unheralded action, such as that taken in the case of the Los 


Angeles bank, is certain to have an unfavorable effect on the confidence of the 
public in the institutions involved. 


(4) That the Commissioner revoke the order appointing a conservator for the 
Federal Savings and Loan Association of Long Beach and restore the assets 
and affairs of the association to its duly elected management, and render a proper 
accounting for the same, as expeditiously as is consistent with judicial determina- 
tion of the questions at issue. Your committee questions whether the law ever 
contemplated that the Board should have the extraordinary power to seize and 
appoint a conservator for a solvent institution as a part of the supervisory func- 
tions entrusted to the Board over member banks. 

(5) That the appropriate committees of Congress give consideration to the 
necessity (if, in the opinion of such committees, the necessity exists) of amending 
the Federal Home Loan Act in the following particulars. 

These are recommendations to Congress, sir. I do not know that 
they have place in the recommendations for administrative action. 

Senator Frear. That is right. 

Senator ScHoppre.. That is all I have. 

Senator Frear. In your opinion, Mr. Congressman, if Mr. Divers 
is not confirmed can he continue to act under the statute after June 30 
of this year? 

Mr. Hourrrevp. I have been informed that he cannot, sir. 

Senator Frear. If that be the case and assuming that confirmation 
is not made by June 30, would that not leave the Home Loan Bank 
Board with only one member and render it inactive? 

Mr. Houirtetp. That would do that, in my opinion, sir. 

Senator Frear. Do you think that would jeopardize the position 
of the Home Loan Bank Board in its field with the building and loan 
associations if we had only one member after June 30? 

Mr. Houirtevp. I am not able to evaluate the effect which a hiatus 
of 1 or 2 weeks might have on this system. 

There is another vacancy at this time, I might say, which has not 
been filled. That vacancy has existed for, I believe, about 2 or 3 
months, Mr. LaRoque’s vacancy. There has been no action to refill 
that vacancy. 

Senator Dirksen. Your contention does not go to Mr. Divers’ 
capacity as Administrator of the Federal Home Loan Bank Board? 

Mr. Houtrreip. Only to the extent, sir, that he has not imple- 
mented the law which I read to you, which says that this Insurance 
Corporation shall sue or be sued, and he has not made it possible for 
individual depositors to protect themselves in any State or Federal 
court. 

Senator Dirksen. I mean this. There are thousands of savings 
and loan associations in the country which are members of the Federal 
Home Loan Bank System, and as a general proposition Mr. Divers’ 
administrative capacity as such is not involved here except as it 
relates to this one case, 
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Mr. Houtrigxp. I believe that is a correct statement. 

Senator Dirksen. Then secondly, of course, it is fair to assume that 
Mr. Divers relies upon legal counsel for what action he takes where 
litigation is involved. 


Mr. Houtrietp. The Department of Justice is his legal counsel in 
the cases in litigation. 


Senator Dirksen. I suppose the Federal Home Loan Bank Board 
also has counsel. 

Mr. Ho.trretp. They have counsel, but I understand that they 
have subordinated their own counsel to full and complete control by 
the Departnent of Justice. 

Now, there is a question there as to where the line of demarcation 
between administration and litigation shall be drawn. 

It is my contention, sir, that the Home Loan Bank Board has been 
divested of its administrative procedures, at least in the State of 
California, in the so-called twelfth and eleventh region, and particular- 
ly in the State of California, because the members of the Board have 
been instructed by the Department of Justice not to go into the State 
or they would be in danger of being sued. 

Now, if they cannot go into the State it is not apparent to me how 
they can discharge their administrative responsibilities by long dis- 
tance. They frequently go into the other areas, and they may contend 
that they can administer the affairs of the 156 institutions in California 
by remote control, but I doubt it. 

Senator Dirksen. There is one other factor that is quite evident in 
the record. This action was precipitated by Mr. Fahey when he was 
the Insurance Commissioner. 

Mr. Houtrietp. That is right. 

Senator Dirksen. But Mr. Divers comes on in his capacity as 
Chairman of the Home Loan Bank Board to try to retrieve a situation 
that has been lingering for quite a long time. 

I think almost anyone will agree that it is unfortunate and that 
something ought to be done and that perhaps there is a hope for expe- 
ditious action, but his capacity as a capable administrator is really not 
in issue, then, as such, assuming, of course, that he would do what any 
ordinary, prudent person would do under those circumstances. He 
would have to rely upon legal counsel because there are so many ad- 
verse interests and conflicting claims involved. 

I can readily sense the difficulty, and particularly so because it does 
involve a very substantial quantity of assets here. 

Mr. Houirte.p. May I advance this thought, sir, again, that before 
this committee makes its final decision, Mr. Divers’ attitude and his 
future intentions in regard to designating agents throughout the 
United States to receive process be ascertained. 

It would seem to me that we owe that to the 7 million savings and 
loan depositors throughout the United States, many of whom have 
small accounts of $150, $175, or $200. They cannot afford to come 
to the District of Columbia to sue in case there is a dispute over their 
claims. 

At the present time under the act—and I believe the act itself may 
be faulty but not in this particular point because if the administrative 
action had been taken to set up these agents of the corporation, as was 
contemplated by Congress, then access to relief on a judicial basis 
would have obtained during the last 3% years that Mr. Divers has 
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been on the Board—it would seem to me that this committee would 
be well in its rights in protecting the public interest if it would require 
of Mr. Divers a commitment that he should make this corporation 
an entity which can be sued in any State or Federal court, the same 
as the FDIC at the present moment. 

Senator Dirksen. Do you know whether that question of suability 
and jurisdiction has ever arisen before, except in this case? 

Mr. Houirtetp. Not to my knowledge, Senator. 

Senator Dirksen. I think that is all, Mr. Chairman. 

Senator Frear. Senator Schoeppel. 

Senator ScHoEPPEL. No questions. 

Senator Frear. Have you any further statements that you would 
like to give? 

Mr. Houtrrevtp. That is all, sir. 

I would like to submit for your files the hearings which were held 
yesterday and the Smith committee report, for your information, sir. 

Senator Frear. Did you bring a copy of the hearings of last fall? 

Mr. Houtrtevtp. No, I did not. They have not been printed yet. 
They are still in transcript. 

Mr. Divers did not testify last fall, I might say. Other witnesses 
were called who testified, but not Mr. Divers. This was his first 
testimony yesterday. We have not finished with the testimony of 
Mr. Divers and intend to pursue it further on Thursday. 

Senator Frear. Do Congressman Doyle and Congressman King 
wish to make a statement? 

Mr. Doyuir. Mr. Chairman, I think in the interest of saving time 
I will just state for the record that I join vigorously in the statement 
made by Congressman Holifield. 

Mr. Kina. I do the same, Mr. Chairman. 

Senator Frear. Thank you very much. 

Mr. Houirreitp. Thank you very much for your courtesy. 

Senator Frear. We are glad to extend any courtesies we can to our 
fellow members on the other end of the campus. 

Mr. Hourrretp. Thank you, sir. 

Senator Frear. Is Mr. MacGuineas of the Justice Department 
here? 

Mr. MacGuringas. Yes, Senator. 

Senator Frear. Would you be kind enough to enlighten us on any 
of the testimony that you have heard here this morning by Congress- 
man Holifield? 

| understand that you are the representative for the Justice Depart- 
ment in this matter. Am I correct in that? 

Mr. MacGurneas. I am in charge of the litigation in California for 
the Department of Justice that involves the Home Loan Bank Board, 
Senator, and if the committee wishes I can give my views as to what 
that litigation involves and what has transpired. 

Senator Frear. I think it would be enlightening to the committee 
if you would do that. 


STATEMENT OF DONALD B. MacGUINEAS, ATTORNEY, CLAIMS 
DIVISION, DEPARTMENT OF JUSTICE 


Mr. MacGutneas. My name is Donald B. MacGuineas. I am an 
attorney in the Claims Division of the Department of Justice. 
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I have been assigned to the responsibility of representing the 
interests of the Government and the Government officials who are 
involved in the litigation in the California Federal courts, the name 
of the case being Mallonee v. Fahey. 

As Senator Dirksen pointed out, the incidents which gave rise to 
the litigation occurred in 1945 and 1946 when Mr. Fahey was the 
administrator responsible for the Home Loan Bank System. 

It was some time later, about the beginning of 1948, I think, that 
the three-man Board, of which Mr. Divers is Chairman, took over 
Mr. Fahey’s duties. 

In 1945 Mr. Fahey took two administrative actions. One, he 
issued an order which combined into a single home-loan bank, to be 
located at San Francisco, the previously existing separate home-loan 
banks, one in Los Angeles and one in Portland. 

In other words, he merged those two institutions and placed the 
combined institutions in San Francisco. 

Senator Dirksen. Was that designed as a temporary action or as 
a permanent action? 

Mr. MacGuineas. It is my understanding that that was designed 
as a permanent action, that studies had been made by the home-loan 
bank administration as to the economic feasibility and the economy 
that might be involved in combining those two banks on the west 
coast. 

It is further my understanding that that matter was cleared with 
the Secretary of the Treasury and the President. 

The Home Loan Bank Act, in our opinion, clearly authorized the 
then Administrator of the Home Loan Bank System to combine or to 
readjust the various home-loan banks throughout the country as 
might be deemed in the public interest. 

Senator Frear. Was it necessary or the intention, do you think, 
that the members of the Home Loan Bank System, in the areas in- 
volved would concur in the action of the Board or the Commissioner? 

Mr. MacGutneas. In my opinion, under the statute that was not 
necessary. 

As we understand the statute, these home-loan banks play a role 
in the field of home credit analogous to that of the Federal Reserve 
banks in the commercial banking field. 

In other words, they are reservoirs of credit for the local banks. As 
such, they are what I think we might call quasi-Government institu- 
tions, and the official of the Government in charge of the system may 
in his discretion place those banks in such areas as he deems most 
appropriate to administer the system. 

Senator Frear. By the same token, I gather by what you state 
that the Federal Reserve Bank of Philadelphia and the Federal 
Reserve Bank of Baltimore could combine at the instance of the 
Board of Governors and locate in the city of Baltimore, for instance. 

Mr. MacGutneas. I believe so. Iam not an expert on the Federal 
Reserve System, but that is my off-hand opinion. 

Then the second action which was taken by Mr. Fahey was the 
appointment of a conservator for the Long Beach Federal Savings and 
Loan Association, that being one of the local building and loan associa- 
tions which is engaged in the business of lending money on home 
mortgages. 

Senator Dirksen. Mr. Holifield speaks about the seizing of the 
Los Angeles bank. 
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Mr. MacGutnzas. In my view that is, to say the least, an unfortu- 
nate term. What occurred was that the Los ‘Angeles bank and the 
Portland bank were merged into the San Francisco bank. 

Senator Dirksen. So it was not, in your judgment, a confiscatory 
seizure? 

Mr. MacGuineas. Not in the least. 

Senator Dirksen. So really the only other action is the one taking 
over the Long Beach Association? 

Mr. MacGutnzgas. Yes. Now, with respect to the Long Beach 
Association the term ‘“‘seizure’’ is employed in the sense that what 
was done was that Mr. Fahey, having before him charges of mis- 
management on the part of those in control of the Long Beach Associa- 
tion, appointed a conservator for that association; and that, again, in 
our opinion, was action clearly authorized by the Home Loan Bank 
Act as a measure deemed necessary to protect those who had put their 
money into that by way of accounts so that they might have the 
benefit of proper Federal administration to see that there be no mis- 
management or wastage of their funds. 

That was done without notice, and originally when the suit was 
filed by the Long Beach Federal Savings and Loan Association their 
basic contention was that that action if authorized by the Home Loan 
Bank Act was unconstitutional. 

That litigation was carried to the Supreme Court, and the Supreme 
Court unanimously held that the statute was constitutional in per- 
mitting the taking over of a banking association without notice in 
order to prevent any action which might waste the assets of the bank. 

The Supreme Court in that opinion took occasion to point out that 
that was frequent practice under banking statutes, that it was neces- 
sary that the Government officials who were responsible for the good 
management of those associations be enabled to act quickly. 

So that issue as to whether or not there was any wrong in appoint- 
ing that conservator without notice in that opinion has been squarely 
decided by the Supreme Court. 

Senator Dirksen. And it was an insured institution? 

Mr. MacGurneas. Yes, surely. Now, that litigation has grown 
with the years. There have been many intervenors. It is a fantastic 
picture to one who really sees what has gone on in that case. 

Basically the issue that seems to the Department of Justice to be 
involved in the case is whether—— 

Senator Drrxsen. Mr. MacGuineds, may I carry that on just a 
little bit further for the record. 

A conservator was appointed at the instance of Mr. Fahey as the 
best way to administer the assets of the association. 

Mr. MacGuineas. Right. 

Senator Dirksen. And he continued to do so. 

Mr. MacGurineas. Right. 

Senator Dirksen. That includes, among other things, any other 
assets that they may have hypothecated with the original Los 
Angeles bank. 

Mr. MacGuingas. That would be true. 

Senator Dirksen. Now then, the Los Angeles bank was merged 
with Portland and established at San Francisco, and it is fair to as- 
sume that whatever assets belonged to Long Beach were then in the 
hands of the new bank at San Francisco. 
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Mr. MacGuineas. That is exactly the case. 

Senator Dirksen. So the conservator, then, in his capacity as such 
had access to those assets and to the assets of Long Beach. He went 
on just as if he were the executive director of the Long Beach Associ- 
ation and continued, I suppose, to make new loans, and to make co!- 
lections on outstanding loans. 

Mr. MacGuineas. That is precisely the situation that occurred. 

Senator Dirksen. And that continued? 

Mr. MacGurneas. Until the beginning of 1948 when this new 
Board took over the administration, and one of their very first acts 
was to terminate that conservatorship and to restore the Long Beach 
Association. 

Ever since the early part of 1948 the Long Beach Association has 
been back in its private management, the same management that 
had it when the conservator was appointed. 

Senator ScHoEPPEL. The conservator has been duly discharged 
and has made an accounting of his stewardship covering his period of 
activity? 

Mr. MacGuinneas. Then there are complications that have come 
into that because of the litigation. The suit that was filed by the 
Long Beach Association and a group of its stockholders charged many 
acts of mismanagement on the part of the conservator and failure to 
account for assets, and other things of that sort. 

Now, under the statute the Home Loan Bank Act, as we interpret 
it, such a conservator is to be discharged and his acts are to be re- 
viewed and approved or disapproved by the Home Loan Bank Board, 
the agency which is responsible for the administration of the System. 

However, the district court in Los Angeles appears to have taken 
the view that because of this pending litigation in which the charge 
was made that the conservator was appointed wrongfully—indeed, 
it was charged he was appointed as a result of a fraudulent conspiracy 
to injure the association, but, in any event, the district court out there 
appears to concede it was his function to pass on the accounts of the 
conservator and review them; and that is an issue which has been 
controversy in the case and still is in controversy in the case. 

The conservator filed a very elaborate accounting which, in our 
view, was a perfectly adequate accounting. 

The Long Beach people objected to it in many respects. The dis- 
trict court said it looked to him as though it was not complete, and 
he therefore appointed a special master to hold hearings, and those 
proceedings before the special master are still open. 

So that explains, Senator, why there has been no formal discharge 
of the conservator. 

Senator Dirksen. Was the conservator under bond? 

Mr. MaoGuineas. Yes; he gave a bond. 

Senator Dirksen. A surety bond? 

Mr. MacGuineas. Yes. 

Senator Dirksen. And he is still beholden to the bonding company 
so long as the case is open? 

Mr. MacGuineas. That is my impression. I would believe that 
to be so. 

Senator Dirksen. Do you know whether there were any intervening 
losses to stockholders of the Long Beach Association in that time? 
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Mr. MacGurneas. Much loss is alleged but not proved. In other 
words, this case, notwithstanding that it was filed back in 1946, has 
not yet come on to trial. It has been preliminary skirmishes on both 
sides for 5 years. 

Now, the basic point which the case seems to present to us, and 
one of great public interest, is that the district court out there has 
issued twice, injunctions which have restrained the Home Loan Bank 
Board here from looking into these charges of mismanagement by the 
management of the Long Beach Association. 

It seems to us of much importance to have it established in the 
courts that if we are correct in our view that it is the function of the 
Home Loan Bank Board under the system established by Congress 
for the Home Loan Bank Board in the first instance to review charges 
of mismanagement, to take appropriate disciplinary action if that 
appears to be called for. 

Once the Home Loan Bank Board takes such action, it may then 
well be that its action is subject to judicial review; and notwithstand- 
ing statements that may have been made, neither the Bank Board 
nor the Department of Justice has ever contended as any general 
proposition that the actions of the Home Loan Bank Board are not 
subject to judicial review. 

We have not contended that as a general proposition the Admin- 
istrative Procedure Act, which, as you gentlemen know, is applicable 
to all administrative agencies, is not subject to the Bank Board. 

What we have contended is that the district court has reversed 
the procedure contemplated by Congress. 

The district court out there, as we see it, has taken away from the 
Bank Board the opportunity to make the administrative determina- 
tion in the first instance which the Administrative Procedure Act 
contemplates as a condition precedent to further judicial review. 

Now, all of those issues, including the issues as to whether these 
complaints filed in California state a cause of action or not, are now 
pending before the Court of Appeals for the Ninth Circuit on an 
appeal taken by the Department of Justice and others to review the 
action of the district court in granting this preliminary injunction 
which has restrained the Home Loan Bank Board from holding 
administrative hearings. 

Senator Dirksen. It is really a point of law rather than a point of 
fact? 

Mr. MacGurneas. At this stage of the case it is because the case 
is now up on the pleadings and on the preliminary injunction issued 
by the Bank Board, and there has been no evidence at all in the case 
in the sense of testimony by witnesses. 

It has been solely matters of pleadings which have been sworn to 
by the various parties and affidavits filed by the various parties, so 
that I think it would be premature on anyone’s part at this stage to 
form a judgment as to what the facts are because they just have not 
been brought out in any court yet. 

Indeed, as I pointed out, whatever the facts may be with reference 
to this alleged mismanagement of the Long Beach Association, they 
have not been brought out yet because the court out there, acting at 
the instance of the Long Beach Association, has prevented by injunc- 
tion the Bank Board from conducting what we conceive to be its 
statutory duty of investigating those charges. 
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Senator Dirksen. If the court is reversed and the injunction is 
lifted, in normal administrative routine the Board would then go in 
and make a survey and a determination? 

Mr. MacGuineas. That is correct. 

Senator Dirksen. If the Board makes a determination, that 
determination, in your judgment, is then subject to review in the courts. 

Mr. MacGuineas. Within the limits and the procedures prescribed 
by the Administrative Procedure Act. In other words, we never 
claimed any blanket exemption of the Bank Board from the Admin- 
istrative Procedure Act. 

You gentlemen know that there are certain limitations and certain 
exceptions written into the Administrative Procedure Act. Now to 
the extent that those have application, they would have as much 
application to Bank Board procedures as any other agency procedures. 
But to the extent that your provisions for judicial review in the 
Administrative Procedure Act apply, they apply just as much to Home 
Loan Bank Board action as any other agency action; and we have 
never taken any contrary position. 

So all of these complicated legal i issues, as I say, are now awaiting 
decision by the Court of Appeals of the Ninth Circuit of San Francisco. 

The case was argued there on May 1, and presumably an opinion 
will issue in the relatively near future. 

| think the committee will wish to know that what you brought 
out is perfectly correct. 

The Department of Justice is assigned by law to the responsibility 
of defending this litigation, and the legal positions that have been 
taken in the litigation have been taken on the responsibility of the 
Department of Justice. 

I do not hesitate to sav that we feel that the positions we have taken 
are sound, 

We have been once vindicated by the Supreme Court on the issue 
of the constitutionalitv of the act. We feel that we will again be 
vindicated on these other issues by the forthcoming decision of the 
court of appeals. But the primary responsibility for those legal issues 
is that of the Department of Justice 

Senator Dirksen. | have one other question. 

The Insurance C orporation has been mentioned in Mr Holifield’s 
statement. I presume the issue involved there is the liability of the 
Insurance Corporation for whatever losses may ultimately be deter- 
mined, 

Is that correct? 

Mr. MacGuringas. No, | think not. I think there has been a good 
deal of misapprehension as to the role of the Insurance Corporation 
in this picture. 

As you Senators know, the function of this Insurance Corporation 
is precisely the same as the function of the Federal Deposit Insurance 
Corporation with respect to commercial banks. 

In other words, it insures depositors’ accounts, and in the event 
of a bank failure or here, a savings and loan failure, up to the statutory 
limit of $10,000, the Corporation takes over and pays the depositor’s 
account in full. 

Now, there is here involved no claim whatever that any depositor 
has a claim on an insured account against the Corporation in con- 
nection with this litigation because the Long Beach Association was 
never liquidated. 
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Its accounts are still there, and it is claimed that it is more pros- 
perous today than it ever was, so that no depositor of that association 
has any claim for a nickel’s worth of loss on his account. 

Senator Dirksen. It could involve this question, of course. Were 
there other assets that were dissipated by action of the conservator 
that might be considered as a loss, prospective or otherwise, to the 
depositors in the association? 

Mr. MacGutneas. You are correct now. The charges have been 
made, as I said, of loss of assets on the part of the conservator. If 
there is a cause of action it is a cause of action which rests in the Long 
Beach Association, as we see it, and that is being pursued. But 
did not want the Senators to have the impression that we are here 
involved in any question of the depositor not being able to be paid off 
his account. That situation is just not present. 

‘senator Dirksen. There is liability for the loss if the loss is legally 
established. 

Now, you have not actually in this litigation gotten up to the point 
where any losses have actually been established? 

Mr. MacGuineas. By no means has any loss been established or 
any legal liability been established in this litigation, certainly, in my 
opinion. 

The question as to when and under what circumstances the Insur- 
ance Corporation can be sued seems to me to involve this: The act 
creating the Insurance Corporation provided that it may sue and be 
sued in any court, State or Federal, or words to that effect. 

Now, as we interpret it, that is a waiver by Congress of the sovereign 
immunity of a governmental corporation; and as we see it, that puts 
the Insurance Corporation in the same position as a private corpora- 
tion is with respect to the ability to be sued. That, in private cor- 
poration law, as you Senators are well aware, depends generally upon 
whether a given corporation is doing business within a given juris- 
diction, whether it has complied with whatever procedures may be 
prescribed by law for the appointment of agents for the service of 
process, and so forth. 

That issue as to whether the Insurance Corporation is subject to 
the jurisdiction of the Federal District Court in Los Angeles on this 
cause of action is an issue which is now pending before that court and 
is now being decided by that court. 

If that court decides that the Insurance Corporation is doing busi- 
ness within its jurisdiction and therefore it has jurisdiction to enter- 
tain a suit against it and if that decision is upheld, if the matter be 
appealed, that of course will settle the matter. 

If the court, on the other hand, decides otherwise, that it does not 
have jurisdiction over the Insurance Corporation, that will settle the 
matter that way. 

But it is an issue of law which arises all the time, not only with 
respect to Government corporations but with respect to private cor- 
porations, as to whether they may be sued in a given jurisdiction. 
So to us that is merely an issue which is presented in the case. 

We are presenting our views on it and the Long Beach people are 
presenting their views on it, and the court in due time will no doubt 
decide it. 

Senator Dirksen. Any action that this committee might take in 
withholding or sanctioning confirmation would not expedite action 
in the district court in Los Angeles, in your judgment? 
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Mr. MacGutneas. I would not think that it would. No; I cer- 
tainly do not think it would. 

Senator Dirxsen. I am just trying to see clearly what is here and 
trying to be fair about it. I can understand the desire of these folks 
in California to get this action liquidated as quickly as possible since 
it does involve heavy fees for counsel and all the other litigation costs 
that go with a complex action like this. 

However, Mr. Divers as an administrator is really not involved 
here because he, almost of necessity, has to depend upon the Depart- 
ment of Justice for guidance and counsel in this matter where complex 
legal issues are involved. 

Mr. MacGuinegas. I think you are entirely right about that. 

And let me say that as far as the Department of Justice is con- 
cerned, we are just as interested in getting this litigation over with as 
the Long Beach people are. 

Now, it happens to be our view that these claims are totally and 
completely without merit. That, no doubt, is the view of an advocate 
on one side of a case. 

It also is our view that the best way to get this litigation disposed of 
will probably result from the forthcoming decision by the Court of 
Appeals in the Ninth Circuit on the matter that is now before it. 

I may also say that there have been overtures with respect to settle- 
ment of this case. 

Senator Dirxson. If Mr. Divers walked into the Federal courtroom 
in Los Angeles, would it change the aspect of this one way or the other 
at the moment? 

Mr. MacGurneas. It might, in my opinion, only complicate it 
because I have no doubt the Long Beach people would immediately 
serve him with process and raise another legal issue as to whether an 
official of the Government whose Government station is at Washington 
is subject to suit outside of the District of Columbia; and there is law 
on that. 

So that is the only thing that could happen, in my opinion, the rais- 
ing of another complicated issue which would have to be litigated. 

Senator Frear. What is your opinion as a member of the Justice 
Department regarding the statement made by Mr. Holifield that there 
is no one there to receive service in California? 

Mr. MacGutneas. I think that is true with respect to this action. 

Now, it should be pointed out again that that has nothing to do 
with the right of a depositor of one of these associations which fails 
and who wants to collect on his insurance, you see. 

In those cases where a savings and loan association fails, as ] under- 
stand it, and it is taken over for liquidation by the Home Loan 
Bank Board, it is then their practice to have a representative of the 
Bank Board actually go to that association and take it over, and he is 
then there within that court’s jurisdiction. It may well be that he 
then would be an agent for the service of process of suit if there were 
any claim by a depositor on his insured accounts. But that situation 
has never arisen. 

Senator Dirksen. In other words, when all these points of law and 
collateral issues have been determined, the Long Beach Association 
will still not be precluded in its right to walk in and file suit if it thinks 
there isaloss. That comes in the form of an additional suit, no doubt. 
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Mr. MacGuineas. That is right, unless the court out there decides 
that the cause of action which Long Beach has set up in this case is 
no good. If they decide that, then that is decided, of course. 

Senator Dirksen. But of course it can take an appeal from that 
action. 

Mr. MacGurineas. Certainly, just as we have taken appeals from 
the action of the district court which we have deemed wrong. 

Senator Dirksen. What, in your judgment, is the likelihood of 
getting this litigation determined in the next 6 months or a year? 
Is it likely to come on for final disposition? 

Mr. MacGurnras. We take a different point of view from that of 
Long Beach counsel on that. We are, I think, justifiably optimistic 
in feeling that the court of appeals in San Francisco when it renders 
this decision may well take occasion to hold that these complaints 
brought by the Long Beach people and the Los Angeles bank people 
do not state a cause of action and that the district court out there does 
not have jurisdiction over various of the parties defendant. 

If the court of appeals does that it will, in my opinion, terminate 
the litigation subject to the possibility of application to the Supreme 
Court for further review, a right which of course the Long Beach 
people will have. 

But I really feel or at least I am hopeful that the forthcoming de- 
cision of the court of appeals will go a very long ways, if not the whole 
way, toward winding up this unduly protracted, complicated litiga- 
tion. 

Senator Dirksen. I think that is an excellent summarization, at 
least, of the issues to make it clear to the committee as to what is 
involved here. 

Senator Frear. Senator Schoeppel. 

Senator ScHorpret. That is all I have. I am very glad to have 
that because that ties in and gives us the over- -all side of ‘the picture. 

Mr. MacGutneras. I am very pleased to give whatever illumination 
I can on the litigation end. 

Senator Frear. There is just one question, which perhaps may not 
be a proper question for you to answer. 

Have you followed this litigation, or have you read it since the 
beginning to the present time? 

Mr. MacGurneas. Yes, in this sense, that I was assigned the re- 
sponsibility for this case in January 1950, so anything that has 
happened since then has been under my direct control; but of course 
in order to become familiar with it I had to go back and study the 
records. 

Senator Frear. Are you familiar with the House investigations? 

Mr. MacGuineas. Yes, I have read the Smith report. Is that to 
what you refer? Also, I have attended all of the sessions of the 
Holifield committee. 

Senator Frear. Do you know who requested this investigation 
by the House? 

Mr. MacGurneas. Yes. It was requested by representatives of 
the Long Beach Association and representatives of the then Los 
Angeles bank, which was merged into the San Francisco bank. They 
complained that these actions on the part of Mr. Fahey were arbitrary 
and unlawful. 

Senator Dirksen. But it was not actually a seizure of the Los 
Angeles bank in the sense that you walked in and took over, having 
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in mind, perhaps, its liquidation. It was an administrative matter 
designed, of course, to conjoin it with the Portland bank. 

There certainly must have been some reason, such as economy or 
more efficient administration or lack of business, for merging the two 
banks on the Pacific coast. 1 suppose there are a number of reasons 
that could be assigned to that. 

Mr. MacGurneas. You are certainly correct in saying there was 
no seizure in any realistic sense. The same private individuals re- 
mained as directors and officers of that San Francisco bank. No 
Government employees took over that bank at all. 

Senator ScHorPPeL. Were there actually any runs on these insti- 
tutions as a result of that? 

Mr. MacGuineas. At the time that the conservator of the Long 
Beach Association was appointed there was a very substantial with- 
drawal of deposits. 

Senator Frear. You say withdrawal of deposits. That sounds to 
me like a commercial bank. 

Mr. MacGutnzeas. I think that is an unfortunate term. I under- 
stand the savings and loan people don’t like to use that word ‘‘de- 
posits.”” They are savers, the people who put money in savings and 
loan associations. 

Let me say, then, that there was a withdrawal by savers of money 
which they had put into the Long Beach Association. 

Senator Frear. Thank you very much, Mr. MacGuineas. 

1 assume that you have completed vour questions. 

Senator Dirksen. Yes. 

Senator Frear. Thank you very much. We really appreciate it. 

(Discussion off the record.) 

Mr. Cuapman. Mr. Chairman, I am an uninvited guest. I wonder 
if the committee would like to hear the story from an attorney who 
has suffered through this for the association. 

My name is Charles K. Chapman. I am a member of the bar of 
the Supreme Court of the United States and of California, and I 
represented the association for more than 5 years. 

Senator Frear. That was just being discussed by the members of 
the committee. We were wondering if there was anyone in the room 
from the Long Beach Association who would care to be heard, and 
that announcement was about to be made by the chairman of this 
subcommittee. At this time we will be glad to hear you. 

Mr. Cuapman. Thank you. 

Senator Frear. I think you have already stated your name and 
position and your connection with the Long Beach Association. 

Mr. CuapMan. I am its counsel, its only attorney in this litigation. 


STATEMENT OF CHARLES K. CHAPMAN, COUNSEL FOR THE LONG 
BEACH FEDERAL SAVINGS AND LOAN ASSOCIATION 


Mr. Cuapman. I am going to try to avoid details of what I consider 
are the litigation for the courts to decide, but I think there is a funda- 
mental that may be overlooked. 

Any lawyer feels it is his duty to take advantage of any technicality 
for his client, but that can go too far. It can go to the point of harming 
the public welfare, and I think at that point recourse to the Congress, 
either the House or the Senate, is an advisable measure of relief. 
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It seems to me that regardless of the merits of our claims our 
depositors, our 16,000 people in Long Beach whose savings have been 
entrusted to a Federal savings and loan association in reliance on the 
integrity of our Government, have a right to have their claims heard 
on the merits in their home community and not to do as we have had 
to do, drag through the courts for 5 years and meet the technical 
resistance of the Savings and Loan Insurance Corporation which 
insures the safety of those savings in Long Beach, Calif. It claims 
there is no place in the State of California to have that claim enforced. 

It seems to me appropriate that you gentlemen in considering con- 
firmation of one of the administrators of that agency should consider 
whether or not that is a fulfillment of his duties, to protect the people 
whose savings are entrusted to his administration or to a eatbarien 
under his administration. 

I am going to try to confine myself to that fundamental because there 
are many disputes in this litigation. There has been much testimony. 
The court below has had over 100 hearings in which evidence was 
taken. The litigation is not at any preliminary stage. 

We have always met the technical objection that you cannot hold 
us to the California jurisdiction of either State or Federal courts, 
and that contention has been made by the attorney general’s office, 
by Mr. Fahey during his lifetime, and by his successor, Mr. Divers. 

It is that contention that we feel is unfair to the people of all of the 
48 States. 

If the insurance corporation is enough in business in that State to 
insure the accounts of our depositors or any depositors, it is enough in 
business in that State to submit the merits of the depositors’ claims 
on that insurance to the local courts, either State or Federal. And I 
think the Congress has so enacted. 

For 5 years we have been fighting that technical delay. 

I want to assure you of the skill of the Department of Justice 
representatives. The presentation made to you here was skillful but 
inaccurate. 

That fundamental, I think, can be cleared without another 5 years 
of litigation. 

If we have not any claims that issue should be met on the merits in 
California in the United States district courts, and we should be told 
so after a factual hearing. If we have claims, we long since should 
have recovered on them and should not have had to fight through the 
technical barrages of appeals and defenses and motions that the In- 
surance Corporation is not doing business in California where it insures 
the safety of the depositors’ accounts. 

You wondered what action could be taken. A question was asked, 
what would happen if Mr. Divers should walk into the courtroom in 
California. 

When this action was brought against the Insurance Corporation, 
a simple statement on the merits, “You have no claim,” could have 
been resolved by the California courts then, and the hundreds of 
thousands of dollars of expense saved which have brought us thus 
far, to six appeals in an intermediate court. 

The court of appeals at San Francisco is a United States court, 
but it is not the court of last resort. 

We are simply on the road back to the United States Supreme 
Court again on technicalities. 
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They say that they were sustained by the United States Supreme 
Court in the appeals in 1947, but they do not tell you that that 
Court remanded the case to the United States district court at Los 
Angeles for further proceedings. 

That court likewise suggested administrative proceedings, and 
rather than face either the courts or the administrative proceedings 
they returned our association to the management from whom they 
had seized it. 

Senator Dirksen. By the way, did you give your name to the 
reporter? 

Mr. CuapmMan. My name is Charles K. Chapman. I am an at- 
torney from Long Beach, Calif. lam the attorney for the Long Beach 
Association. 

Senator Dirksen. Mr. Chapman, of course, Mr. MacGuineas re- 
ferred to that issue of constitutionality, and the Supreme Court of 
the United States did find that the act was constitutional. So that 
was a correct statement of fact. 

Mr. Cuapman. That was correct that far, but he did not tell you 
the United States Supreme Court likewise said that the issues have 
not been heard on the merits and that those issues should be heard 
on the merits. The United States Supreme Court said: 

“There is more to this case than meets the eye from the pleadings.” 
The charges of mismanagement as well as the charges of fraudulent 
seizure have not yet been determined by the courts below, and the 
action was sent back to Los Angeles for such determination. 

On the eve of that our institution was returned to us. For a year 
and a half we negotiated settlement of the claims for losses, and for 
accounting, that we thought our depositors had against the man who 
had seized us, and that settlement 

Senator Dirksen. Let us take it for a moment step by step because 
I am interested in this loss angle. 

First of all, when were vou federalized? 

Mr. Cuapman. We were formed as a Federal in 1934, with initial 
deposits of $7,500. 

Senator Dirksen. Now, after you became a Federal institution 
could this cause be heard in a State court in California or did it have 
to be heard in a Federal court? 

Mr. CrHapMan. It could be heard in either because our charter 
contains the same provision that is in the Federal Savings and Loan 
Insurance Corporation charter—sue or be sued in any court, State 
or Federal. 

| would like to point out that there are no State courts here in the 
District of Columbia and that the intent of Congress in submitting 
us as a Federal association and the Federal Savings and Loan Insur- 
ance Corporation to suit in State courts must of necessity have 
intended suits outside of the District of Columbia. 

Senator Dirksen. Going back to the seizure, if I remember the 
procedure it is customary, certainly, to send an examiner to look at 
an association. Is it not? 

Mr. Cuapman. That is correct. 

Senator Dirksen. And the examiner makes the report? 

Mr. CHapMan. That is correct. 

Senator Dirksen. And on the basis of the examiner’s report a 
determination is made whether there is an impairment of the assets 
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of an association that might warrant the Government moving in and 
taking over for the purpose of conserving the assets of stockholders 
and shareholders who now enjoy the benefit of Federal insurance. 

That would be correct? 

Mr. Cuapman. That is correct, sir. 

Senator DirksEN. So it is fair to assume that there was an examin- 
er’s report, and on the basis of that report Mr. Fahey, then Com- 
missioner, took action and established a conservator in the Long 
Beach Association. 

Mr. CHapman. That is what you would think should have hap- 
pened, but that isn’t what happened. 

Senator Dirksen. What did happen? 

Mr. CuapMan. We tried to subpena those reports before our district 
court there in Los Angeles to have the merits of that matter examined 
into, 

You are speaking now of the first seizure, I assume, in 1946? 

Senator Dirksen. That is right. 

Mr. CuapMan. I wonder if the Senators realize that a second 
seizure and liquidation of our institution was ordered by Mr. Divers 
and is prevented now only by an injunction of the local United States 
district court. That is the appeal that Mr. MacGuineas expects to 
have decided in his favor so we can be liquidated. That is one of the 
situations | wanted to bring before you. 

Senator Dirksen. Making allowance for the assumption there was 
an examiner’s report as the “basis for action by the Federal Govern- 
ment when it instituted a conservator, doubtless it was customary to 
send out notices. That was standard practice. 

Mr. Cuapman. I am sorry to say, Senator, that that was not the 
standard practice under Mr. Fahey. You had no complaint of any 
kind. You were seized first and told afterward what, if any, the 
charges were. 

Senator Dirksen. Would it be standard practice to send notices 
to stockholders that a Federal conservator had been established to 
govern and operate the affairs of the Long Beach Association? 

Mr. CHapMan. It certainly should be done, and it was done in our 
case. Whether it is standard practice or not, [ can’t tell you. 

Senator Dirksen. The fact is that quite aside from the procedures 
that may have been involved and quite aside from the assumptions 
that I made, the conservator was established to take over and govern 
and manage the affairs of Long Beach. 

Mr. Cuapman. That was the purpose of his appointment. 

I would like to comment a moment on the notices. We think that 
the notices sent to the depositors on the seizure were required to be 
truthful and correct. We have allege d that they were not so truthful 
and correct in this matter. 

Senator Dirksen. Now, Mr. Holifield alleges that there was a run 
on the association. 

Mr. Cuapman. That is right. Of the $22,000,000 in deposits in 
our institution, $10,000,000 was withdrawn in a run, which we charge 
was deliberately provoked by the notices mailed to our depositors. 

There were days when a million dollars a day was paid out by the 
conservator when our institution was seized. That is one of the claims 
that we think the insurance corporation is responsible for. 
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Senator Dirksen. Those payments were made upon those classes 
of stock where shareholders deposited their money and received either 
dividends or received interest, either one? 

Mr. CHapman. That is right. 

Senator Dirksen. And they could serve notice on the association 
that they wanted to withdraw; that they wanted their cash? 

Mr. Cuapman. That is right. 

Senator DirkKsEN. So as a result of the demands they made on 
Long Beach you paid out $10,000,000? 

Mr. CuapmMan. The conservator paid it out. The assets of our 
institution were so liquid when he seized us that he paid every dollar 
of the demands, and he claimed we mismanaged and should be taken 
over. 

Senator Dirksen. It is fair to assume, also, that in order to pay 
off those shareholders you had to liquidate your assets in the form 
of Government bonds then pledged? 

Mr. Cuapman. They were not pledged. 

Senator Dirksen. That is right—deposited but not pledged, so 
that you could withdraw those from the Los Angeles bank. 

Mr. Cuapman. No, we couldn’t. That is why we were seized. 
When the Los Angeles bank was seized—and seized is the correct 
expression—what happened was that they walked in and shut the 
switchboard off so the bank could not communicate with the attorneys. 
They seized the assets, the bank accounts of that institution, and 
ejected the officers without notice, hearing, or trial. 

Senator Dirksen. Did you have an undivided surplus on deposit 
somewhere, that you could pay off $10,000,000 in runs? 

Mr. CuapMan. No, Senator. Our bonds which were with the San 
Francisco bank and were seized—with the Los Angeles bank and were 
seized when the Los Angeles bank was seized, were sold by the San 
Francisco bank at prices we alleged were below the actual market 
value of those bonds, and the proceeds of the sale of those bonds were 
used by the conservator to pay the depositors. 

Our institution was free of debt when he seized us. He also bor- 
rowed $7,300,000 from the San Francisco bank. That money was 
loaned and mixed into our assets, and the only assets the San Fran- 
cisco bank had to lend anybody were the $46,000,000 that had been 
seized from the Los Angeles bank about 55 days before, mixed with 
the $9,000,000 of Portland assets. 

Senator Dirksen. You insist on saying that the Los Angeles bank 
was seized. 

Mr. Cuapman. Definitely, Senator. That is what the Smith com- 
mittee found after hearing all of the witnesses, and they recommended 
the restoration of the Los Angeles bank 5 years ago, and it has not 
been done yet, and there was never a charge against the Los Angeles 
bank of any wrongdoing. 

Senator DrrKsen. Was there not just a transfer of the assets of 
the Los Angeles bank to the merged bank at San Francisco, whatever 
those assets were—bonds and so forth? 

Mr. Cuapman. The physical possession of those assets was seized 
without notice, hearing, or trial. Had we had an opportunity of 
recourse to the courts they could not have dissolved the Los Angeles 
bank without a hearing. They had to come in there stealthily. The 
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seizing parties testified that they had to sign their own orders to make 
that seizure in Los Angeles when the orders were entered back in 
Washington, 3,000 miles away, because if they didn’t do it that way 
the Los Angeles bank might get wind of the fact that it was going to 
be seized and liquidated and could have had recourse to the courts 
for protection. 

Senator Dirksen. Has this issue of seizure ever been litigated and 
determined? 

Mr. Cuapman. Of the Los Angeles bank? 

Senator Dirksen. Yes. 

Mr. Cuapman. No. We have not been able to break through the 
barrage that you can’t sue. Why we don’t come here to the District 
of Columbia is simple and plain. 

If we sue them here, we do not have the assets here. The assets 
are loans on the homes of little people in California. We had 8,000 
borrowers from our institution. If we sued in the District of Columbia 
we could not clear their titles, and every one of those loans on the 
homes of our borrowers was assigned and transferred and sold to the 
San Francisco bank as collateral for this $7,300,000 loan, and the 
money they loaned us was the seized assets of the Los Angeles bank. 

Senator Dirksen. Do you think that that transaction beclouded 
the marketability of those titles? 

Mr. Cuapman. On that one there cannot be any dispute. The 
district court so found. The Government appealed from that order 
containing that finding, and before the hearing in the court of appeals 
they dismissed their appeal, and the finding of the district court on the 
clouding of those titles became final and res adjudicata. 

Senator Dirksen. Let us get back to losses for a moment. You 
say the bonds that you had were liquidated at below the market or at 
least below the price you thought right. 

Mr. Cuapman. That is right. 

Senator Dirksen. How much of a loss do you think was involved 
there? 

Mr. Cuapman. In that one transaction perhaps four to six hundred 
thousand dollars. 

Senator Dirksen. Now, other than prospective interest earnings— 
and it would be prospective—what were the other losses? 

Mr. CuHapman. The other losses were these: We had a loan 
portfolio of about $12,000,000. Most of those loans were at 6 percent 
interest, and most of them had been seasoned and paid down so that 
they were due within 3 to 5 years. 

Those loans were reloaned on the same property or were modified 
or cut so that when we got back we had 4 and 4 percent interest and 
loans not due for 20 or 25 years. Where we would have a loan of a 
thousand dollars on that identical property, when they gave it back 
to us they would have a loan of five or six thousand dollars. Our 
man portfolio was wrecked, and the losses of that go way into the 
uture. 

That is one of our items of damage. It is a co mplicated calculation 
We regard several million as the loss on that. 

Senator Dirksen. Are those actual losses or just prospective losses? 

Mr. CuapMan. The loan is not to be paid off for 25 years. You 
cannot earn the interest to pay the dividends to your depositors on 
those loans unless there is some way you can get the borrower to pay 
you in advance. 
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That is just one of the items of loss. Certainly the loss to our 
institution—we had been growing at the rate of $500,000 a month in 
new deposits. That was the confidence of the public in our institution 
for the 17 years we had been there. 

When they come in and talk to us now they say, ‘‘Well, is the in- 
junction still holding?” or “Will we have another conservator or 
receiver here in a few weeks?” They hesitate and I don’t blame them. 
And despite all that we have rebuilt from the $13,000,000 in assets 
that were left when the conservator was removed, not at all in our 
usual or regular growth, not as fast as other institutions, but we had 
grown back to about $30,000,000. We have a terrific burden for the 
future. 

I am straying from the point that should interest you. The ques- 
tion is simple: Does a depositor who relies on his Government’s 
insurance of the Federal Savings and Loan Insurance Corporation 
have a right to an independent court determination in his own courts, 
Federal or State, in his own State? Does he have rights against that 
Insurance Corporation? 

I do not think an administrator who denies that right made by an 
act of Congress has a right to do that and be confirmed. 

All that they would need to do if they want to have this issue settled 
on the merits and the lawsuit decided on the merits is appoint agents in 
California and the other 48 States, as the other Federal corporations 
do. 

The Federal Deposit Insurance Corporation under the Banking Act 
is willing to respond in every State where it insures an account. 

On that issue you would save hundreds of thousands of dollars in this 
litigation, and you would take years off the length of the case because 
then we would’ get at the merits. 

If we mismanaged our institution and they can prove that in the 
Federal court, we should not be there; and if the conservator wrecked 
our assets and we are damaged, they should pay for it. 

We should not fight this shadow dance through the technicalities of 
jurisdiction for years and years with the depositors’ money. That is 
all I am here to present to you. 

Senator Dirksen. Generally speaking, how would a savings and 
loan association anywhere along the Pacific coast be particularly 
prejudiced by merging the Portland and the Los Angeles banks? 

Mr. Cuapman. I do not want to trespass on your time, but I want 
to answer that question. 

Briefly, it is this: When we take our depositors’ money in we must 
loan it on real estate loans so that it will earn and we thereby become 
nonliquid. If the depositor needs his money in a hurry or if a few of 
them come, we can sell Government bonds; but if there is a national 
bank panic, or something like that, we have to have recourse to borrow 
on our loans and we are restricted by law to borrowing from the 
Federal home-loan bank in our district. 

We have a right to elect the directors of that bank. The directors 
of that bank hold our life in their hands if they deny us a loan when 
we need the money, and if we can’t pay our depositors we will be 
closed down and we will be liquidated. That is why California and 
the Los Angeles bank had eight directors, and when we would not 
yield to Mr. Fahey’s will he merged our bank and we had one director. 

When we came to borrow, if we had to, from our bank, we did not 
elect the people who said whether we would have a loan or would not 
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have a loan; and that home-loan bank does not have to lend us any 
money. ‘They can refuse our loans if they want to. 

Senator Drrxsen. Of course, Mr. Chapman, I do not believe the 
system is set up to determine whether Los Angeles should have one 
director or eight directors. 

The Atlanta bank may or may not have one director from Atlanta 
or one from Georgia. It may not have any, for all I know, and these 
other banks serve a region, of course. 

Mr. Cuapman. That is true, but I do think we are entitled to a 
trial on the merits of that issue. 

Senator Dirksen. How many States are served? 

Mr. CuapMan. The new bank as merged now serves 11 States. 

Senator Dirksen. Do you have 11 directors? 

Mr. Cuapman. No; we have one. 

Senator Dirksen. The total directorate? ; 

Mr. Cuapman. No. There are four directors appointed by Mr. 
Divers. He appointed Mr. Perham as chairman, and the telegrams 
to which reference was made come from the institutions that have to 
look to that bank for their loans. 

Senator Dirksen. You could not even give each State one director 
with such a limited board; could you? 

Mr. Cuapman. The Portland bank protested this merger just as 
we did. Neither of the two merged banks wanted to be merged. 
There had been no merger in the 14-year history of these banks, and 
this merger was made without notice, hearing, or trial, as the Smith 
committee found, for the sole purpose of ousting unsatisfactory 
directors that Mr. Fahey did not have the power to remove by law. 
They had been elected by the shareholders. 

So he merged the banks and said, ‘“‘You officers are out. I will put 
my own appointees in.’ We think that should go to some court on 
the merits. For 5 years the Los Angeles bank has been fighting to get 
a hearing on the merits. I am not urging you to decide the litigation, 
but to give us a chance to get a trial in a court that can do something 
for us. 

Senator Dirksen. As transportation goes today, it is not so material 
whether the parent home-loan bank is 100 miles from where you do 
business or 300 miles. If it is a case of getting money quick, it is only 
2 hours by plane from San Francisco to Los Angeles; isn’t it? 

Mr. Cuapman. It is about an hour and a half, Senator. The prob- 
lem is not transportation. The problem is the real estate loans. You 
cannot transport the real estate. The loans are recorded in your 
local recorder’s office, and a knowledge of the practice on those loans 
locally within your own area is requisite to any business transactions, 
loans or borrowings or assignments, on those matters. That is why 
we need the local regional banks. 

I appreciate very much the time that I have had. I hope I have 
not trespassed too long. If anyone has any questions, | would be 
glad to answer them. 

Senator Dirksen. I wanted to pursue your last observation a little, 
which is to say that if we had one bank in Philadelphia, one in Balti- 
more, one in New York, one in Peoria, one in Atlanta, one bak in 
Richmond, one in Kansas City, and another in St. Louis, which 
would go way beyond the scope of the Federal Home Loan Bank 
System, which was laid out somewhat analogous to the Federal Re- 
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serve and should serve, roughly, the same purpose to credit institu- 
tions as the Federal Reserve does to deposit banks, and it was de- 
signed to be limited, as the Federal Reserve, to 12 banks. The Federal 
Home Loan Bank Board had 12 and has 11 now because of this 
merger. But obviously you could not put a bank in every large 
county or every large city in the country. 

Mr. Cuapman. That is not what we ask, Senator. We think the 
system worked very well for 14 years, and we think that any change 
of a financial institution should be on notice and on hearing and the 

rights of the two merged banks considered and a chance given to be 
bean: 

That was not done when they merged the Los Angeles bank, and 
for 5 years we have not been able to get a factual trial in the courts 
as we think, due to these technic alities. 

If they have a case they are not afraid of on the merits, why they 
don’t submit it to the local courts I do not see. 

Why they should be permitted to insure the safety of the savings 
depositors throughout the 48 States and vet claim they are not doing 
business there, and take advantage of their own wrong in refusing to 
appoint an agent for service of process there, is something that is be- 
yond my comprehension. 

] am not speaking just to this piece of litigation. I have repre- 
sented other depositors’ committees in other years when I was a lot 
younger and perhaps more forceful than I am now. 

We have never had that problem in any State institution with the 
insurance. I thought when the insurance came it was a blessing, and 
I recommended to many of my clients that they deposit in insured 
accounts, believing that if any dispute arose between those depositors 
and the Insurance Corporation the faith of the Government of the 
United States would submit those claims to the courts created by our 
Constitution, locally—the United States courts throughout the 
United States. 

Senator Dirksen. I have this final question. Do you think these 
representations this morning should have any special bearing upon 
the confirmation of Mr. Divers, or should they rather be considered 
as the necessity for some action in the matter that is now in litigation? 

Mr. Cuapman. I believe that they bear directly on the confirma- 
tion, for this reason: Mr. Divers could meet with his colleagues, as 
he could have 3% years ago, and without any congressional action 
appoint agents of the Insurance Corporation to accept process in the 
48 States ‘generally for the protection of everyone. 

If he wanted to leave California out and say, “I am not going to 
prejudice this litigation,’ at least the other 47 States should not 
suffer for the wrong that was done in California 5 vears ago. 

1 would regret very much, and be sorry, to see him confirmed be- 
cause I fear that that is approval of the police: y that the depositors in 
the Savings and Loan Insurance Corporation have no recourse to their 
local courts. If they have money enough to come to the District of 
Columbia, they probably cannot litigate here because the real-estate 
loans are in their home States. 

Senator Frear. Has the FSLI ever paid any claims in California? 

Mr. Cuapman. They stated on the examination we conducted of 
their agent in the Federal court that they have not. I understand 
from private information not yet in evidence that they have. So I 

can only give you that contradiction. 
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Thank you very much for your time. 

Senator Frear. Thank you very much, Mr. Chapman. 

I would like to state for the record that the staff of the committee 
has contacted both of the Senators from the State of Ohio, who give 
favorable recommendations to the reappointment and confirmation 
of Mr. Divers. 

To save time, Mr. Divers will submit to the committee a statement 
this afternoon. 

(The statement referred to follows:) 


Home Loan Bank Boarp, 
Washington, D. C., June 27, 1951. 
Hon. J. ALLEN FREaR, Jr., 
United States Senate, Washington, D. C. 


My Dear SENATOR FREAR: At the close of this morning’s hearings I requested 
the opportunity to send a short statement undertaking to clarify the situation with 
respect to the designation of agents for service of process by the Federal Savings 
and Loan Insurance Corporation. I believe that this may be the only point 

aised that the statement of the representative of the Department of Justice may 
not fully have explained to the committee. 

No provision of the statutes under which the Federal Savings and Loan Insur- 
ance Corporation or the Home Loan Bank Board operates requires the appoint- 
ment of such agents. This morning Congressman Holifield cited the Federal 
Deposit Insurance Corporation as an example. The statutes under which the 
Federal Deposit Insurance Corporation operates differ in this respect in that the 
Federal Deposit Insurance Corporation is specifically required to designate such 
agents (12 U.S. C. 264 (j)). 

In the 17 years of the existence of the Federal Savings and Loan Insurance 
Corporation, the present system has operated satisfactorily. Although our 
regulations specifically authorize any interested person to petition for the issuance, 
amendment, or repeal of rules and regulations, no petition for a regulation re- 
quiring the appointment of agents for service has ever been filed with the Board. 

To my knowledge no account holder in any insured institution has ever been 
without recourse to the assets and responsibilities of the Insurance Corporation 
because of the lack of such agents for service. When the default of an insured 
institution presents the occasion for the payment of insurance claims, we send 
representatives of the Insurance Corporation to the location of the insured insti- 
tution to make insurance settlements. Accordingly, in every case in which there 
has been occasion for the payment of insurance of accounts, a representative of 
the Corporation has been present within the jurisdiction. 

To the best of my knowledge the possible desirability of the appointment of 
such agents by the Federal Savings and Loan Insurance Corporation, even though 
the statute does not require the appointment, did not arise and was not even 
raised with me until that question was presented to me at the hearings before 
Congressman Holifield yesterday, June 26, 1951. Consequently, we want to 
take the time to make a rather thorough study of the situation and we do not 
contemplate taking action immediately. If, after such a study, we decide to 
initiate an amendment to the rules and regulations to provide for such appoint- 
ments, we will follow normal procedures including notice and opportunity for 
hearing. In any event, we will not take any action which would adversely affect 
the interests of the Government in the $60 million suit in California without 
prior consultation with the Department of Justice. 

Sincerely yours, 
Wixiiiam K. Divers, Chairman. 

Senator Frear. In the light of the testimony presented by Con- 


gressman Holifield, I submit for the record certain telegrams and letters 
and also two resolutions. 
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(The material referred to follows:) 


CONGRESS OF THE UNITED STATES, 
HousE OF REPRESENTATIVES, 
Washington, D. C., June 27, 1981. 


wily, 


Re: Confirmation of Mr. William K. Divers. 


Senator J. ALLEN FREaR, Jr., 
Chairman of the Subcommittee on Banking and Currency, 
Senate Office Building, Washington, D. C. 

Dear Sir: There has been a very grave matter concerning the citizens of 
California regarding the administration of the home-loan bank affairs. The 
Honorable Chet Holifield will appear before you this morning to express to you 
the views of we Congressmen in southern California. Since he has been conduct- 
ing hearings in the Expenditures Committee on this subject, I am most hopeful 
your committee will not approve Mr. Divers until he complies with the recom- 
mendations of the Smith congressional committee which heretofore issued its 
recommendations, and until he appoints agents for the Savings and Loan Insurance 
Corporation upon whom process may be served in our several States to the end 
the citizens having claims against such Corporation may enforce the same by 
court process and not solely at the whim of the administrator, Mr. Divers. 

Thanking you for courtesies extended, I am 

Yours sincerely, 
Harry R. SHepparp, M. C., 
Chairman, California Congressional Delegation 


NATIONAL SAVINGS AND LOAN LEAGUE, 
Washington, D. C., June 25, 1951. 


70, 1 


Re: Renomination of William K. Divers, 
Hon. J. ALLEN FREAR, 
Chairman, Securities, Insurance and Banking Subcommittee, 
Senate Banking and Currency Committee, 
Senate Office Building, Washington, D. C. 

My Dear Senator Frear: The National Savings and Loan League strongly 
supports the renomination by the President of William K. Divers, of Ohio, to 
be a member of the Home Loan Bank Board for a new 4-year term. 

Mr. Divers has made a fine record during his present term and he has presided 
ably over the Home Loan Bank Board as its Chairman. Savings and Loan people 
from coast to coast have heartily applauded his work and our own organization 
at its eighth annual convention in Los Angeles in May 1951 unanimously adopted 
a resolution in high praise of Mr. Divers. 

We feel that the reappointment of Mr. Divers is both in the public interest and 
to the interest of some 6,600 savings and loan institutions. He has demonstrated 
his fine capabilities for the post he now holds, and we heartily endorse the re- 
nomination of Mr. Divers by the President and hope your subcommittee and the 
Senate Banking and Currency Committee will recommend confirmation of Mr. 
Divers by the Senate. 

I am directed by Mr. Oscar R. Kreutz, our executive manager, who is in Europe, 
to put myself at the disposal of your subcommittee for such information which you 
may desire, either in writing or by direct questioning, and I await your wishes in 
this regard. 

Sincerely yours, 
Harovp P. Braman, Assistant Manager. 


RESOLUTION OF NATIONAL SAVINGS AND LOAN LEAGUE 


Whereas the members of the Home Loan Bank Board have put in an extraor- 
dinarily heavy year of duty in the general supervision of the savings and loan 
business and in helping it further to expand its facilities and services; and 

Whereas the members of the Board have vigorously worked to solve savings 
and loan problems from within; and 

Whereas each member of the Board has given ample proof of his devotion to the 
building and loan movement and its value to the Nation; and 
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Whereas the members of the Board have given so generously of their time and 
assistance to every person and association seeking advice and consideration; and 

Whereas the Board has at all times put the welfare of our business above every 
other subject within its purview: Now, therefore, be it , 

Resolved, That the members of the National Savings and Loan League meeting 
in eighth annual convention in Los Angeles express to William K. Divers, Chair- 
man, and to J. Alston Adams our warmest thanks; and be it further 

Resolved, That we renew again at this time our vote of confidence previously 
pledged to them, which they so richly deserve. : 

I hereby cer‘i*y ‘hat the above is a true and correct copy of a resolution adopted 
on May 17, 1951. 

Harou_p P. Braman, Convention Manager. 





Evizanetu, N. J., June 27, 1951. 
Hon. ALAN FREAR, 
United States Senator, Banking and Currency Committee, 
Senate Office Building, Washington, D. C.: 

Holifield statement before your committee not accurate. William Divers 
highly respected by savings and loan industry as fair and able public official. 
Urge his confirmation in recognition of job well done. 

Unirep Sratres Savines anp Loan LEAGvues, 
E. C. SHERBOURNE, Member Executive Committee. 


RESOLUTION OF UNITED STATES SAVINGS AND LOAN LEAGUE 


The savings associations of this Nation, bulwarked by the Federal Home Loan 
Bank System and the Federal! Savings and Loan Insurance Corporation, expe- 
rienced during the third quarter of this vear of 19450 the greatest test vet made 
upon their capacity for service. 

For the first time since the depression of the thirties, they were called upon to 
disburse withdrawals in large amounts to meet an unusual buying and reinvest- 
ment wave, while at the same time they were requested to lend tremendous sums 
for the construction and the purchase of homes. 

Coming suddenly as it did, this double call for liquidity found the associations 
and the Federal Home Loan Bank System so well prepared that the emergency 
Was met as a slight incident in the normal life of the great thrift and home-financ- 
ing team which they form. 

This fiftv-eighth annual convention of the United States Savings and Loan 
League, held in Washington, D. C., extends to the Board of the Federal Home 
Loan Bank System, to its staff, to the officers and staffs of its regional banks, and 
to the boards and management of the savings and loan associations serving the 
communities of this Nation, its felicitations and congratulations at this achieve- 
ment, which we consider a mild example of their new strength and capacity for 
service in time of stress. 


BELLINGHAM, Wasnu., June 27, 1951. 
Senator FREAR, 
Subcommitiee Chairman, Banking and Currency Committee, 
Senate Office Building, Washington, D. C.: 

As member Federal Home Loan Bank of San Francisco, we urge confirmation 
reappointment William K. Divers as Chairman, Federal Home Loan Bank 
Board. 

BELLINGHAM First FepeERAL SAVINGS AND LOAN ASSOCIATION. 
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Borse, Ipano, June 2 
Hon. J. ALLEN FrReEAR, Jr., 
Subcommittee Chairman, Banking and Currency Committee, 
Senate Office Building, Washington, D. C.: 

Being a member of the Federal Home Loan Bank of San Francisco, we desire 
to express our wish for the reappointment of William K. Divers as Chairman of 
the Home Loan Bank Board. Please give this your due consideration, : 

R. Froyp Hewirrt, : 
President Provident Federal Savings and Loan Association. 


ts 5D 


NOMINATION OF WILLIAM K. DIVERS 37 


BuRBANK, Cauir., June 26, 1951. 
Hon. J. ALLEN FREAR, 
United States Senate Banking and Currency Committee, 
Washington, D. C. 

DeEaR SENATOR FREAR: I respectfully urge confirmation of the reappointment 
of William K. Divers to the Federal Home Loan Bank Board. 

I know him to be honest, capable, and of unquestionable integrity. His ex- 
perience and knowledge of the savings and loan industry makes his reappointment 
essential to all of us. 

Every savings and loan executive of my acquaintance definitely concurs in 
this opionion. 

Very truly yours, 
Wa.TrEeR H. Lona, 
Executive Vice President, Surety Bond Building-Loan Association. 





CHEHALIS, WasH., June 26, 1951. 
Senator FrREAR, 
Chairman, Subcommittee, Senate Banking and Currency Committee, 
Washington, D. C.: 


Urge confirmation of William K. Divers as Chairman of Home Loan Bank 
Board. As member of Federal Home Loan Bank of San Francisco, it is our firm 
opinion Divers very able and will give forthright and conscientious service. 

E. R. NEwWGARD, 
First Savings and Loan Association. 
' ARTHUR 8. Cory, 
President, Lewis County Savings and Loan Association, Chehalis, Wash. 
Don Van DOREN, 
Secretary-Treasurer, West Coast Savings and Loan Association, Centralia, 


Wash. 





DENVER, CoLo., June 26, 1951. 
Senator Joseru A. FREAR, 
Chairman, Senate Ways and Means Subcommittee, 
Washington, D. C.: 

Information has just reached us that there is some opposition to confirmation 
of appointment of William K. Divers as Chairman of the Home Loan Bank Board, 
largely from Congressman Holifield of California because of a situation carried 
over from his predecessor. I want to personally, as president of Columbia 
Savings, Building and Loan Association and president of the Colorado State 
Savings and Loan League, respectfully urge the confirmation of Mr. Divers so 
that his outstanding public service in the interest of our great industry can con- 
tinue on. This expresses the unanimous sentiment of every savings and loan 
association in Colorado. 

KENNETH KING. 


CHEYENNE, Wryo., June 26, 1951. 
Senator Josepu A. FREAR, 
Ways and Means Committee, 
Senate Office Building, Washington, D. C.: 

Am advised there is opposition to confirming Bill Divers to Federal Home Loan 
Bank Board. The fact that there is a dispute between some associations in 
California and the Home Loan Bank Board should not influence his confirmation. 
Divers holds the respect of the savings and loan industry in the Rocky Mountain 
area. 

C. N. BLOOMFIELD, 
President Cheyenne Federal Savings and Loan Association. 
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Denver, CoLo., June 26, 1951. 
Hon. JosepH A. FREAR, 
Chairman, Subcommittee of Ways and Means Committee, 
Senate Office Building, Washington, D. C. 

Dear Senator: It has come to our attention that Representative Holifield of 
California, Long Beach District, is opposing Senate confirmation of William K. 
Divers for reappointment to the Federal Home Loan Bank Board. Speaking 
for all Colorado associations, we wish to convey to you our wholehearted and 
enthusiastic support of William K. Divers and respectfully solicit your favorable 
recommendation through your subcommittee to the Senate as a whole. 

William K. Divers is in no way responsible for the unfortunate developments 
which led up to the merging of the Federal Home Loan Bank of Los Angeles with 
the Federal Home Loan Bank of Portland, and the consolidation of the two in 
San Francisco; nor with the taking over by a conservator of the Long Beach 
Federal Savings and Loan Association. Mr. Divers inherited this most 
unfortunate condition from his predecessor. 

Again, may we emphasize our wholehearted and enthusiastic support of 
William K. Divers and sincerely hope that more than the necessary two-thirds 
majority of the Senators will confirm his appointment. 

Most sincerely, 

A. J. Bromfield, president, Industrial Federal Savings & Loan Asso- 
ciation; A. W. Hiner, president, Capitol Federal Savings & Loan 
Association; Kenneth King, president, Columbia Savings & Loan 
Association; Henry Neuschaefer, president, Denver Federal 
Savings & Loan Association; B. F. Swan, president, Empire 
Savings & Loan Association; Frank Burns, president, Guardian 
Building & Loan Association; Harry T. West, president, Midland 
Federal Savings & Loan Association; O. A. King, president, Silver 
State Savings & Loan Association; L. R. Beam, president, Home 
Building and Loan Association; Melvin Erickson, president, 
First Federal Savings & Loan Association of Englewood. 


Everetr, Wasu., June 28, 1951. 
Senator FREAR, 
Subcommittee Chairman, Banking and Currency Committee, 
Senate Office Building, Washington, D. C.: 

Our association is a member of Home Loan Bank of San Francisco. We believe 
that Divers has done a good job and respectfully ask for his prompt confirmation 
for reappointment to Federal Home Loan Bank Board. 

Everett Feperau Savinas & Loan Association, 
G. D. Reeves, Secretary. 





Everett, Wasu., June 27, 1951. 
Senator FREAR, 
Chairman, Subcommittee, Banking and Currency, 
Senate Office Building, Washington, D. C.: 

As a member of Federal Home Loan Bank of San Francisco may we urge your 
support for prompt Senate confirmation of reappointment of Chairman William 
K. Divers to Federal Home Loan Bank Board. His reappointment to the Board 
very important due to his intimate knowledge of Home oe Bank operation and 
the thorough and satisfactory manner he administers his duties. 


First Feperat Savincs & Loan Association, EVERETT. 


GLENDALE, CauiF., June 24, 1951. 
Senator FREAR, 
Care State Bank and Currency Committee, 
Senate Building, Washington, D. C.: 
We urge you to confirm the appointment of Hon. William K. Divers. Practically 
all west coast associations want him. 
Fripetiry FEDERAL SAVINGS AND 
Loan AssocrATION OF GLENDALE, 
F. A. Wricut, Secretary-Manager. 
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GLENDALE, CaALiF., June 26, 1951. 
Senator J. ALLEN FREAR, Jr., 
Banking and Currency Committee, 
United States Senate, Washington, D. C.: 


Strongly urge your committee recommend confirmation reappointment William 
K. Divers to Federal Home Loan Bank Board. Mr. Divers has shown an out- 
standing interest in this business, is capable, honest and conscientious, and has 
the confidence of our entire industry. Cannot say too much in urging his 
confirmation. These sentiments could be attested to by 95 percent of all savings 
and loan associations in California. 

J. E. Hoert, 


President, Glendale Federal Savings and Loan Association. 





HAMMONTON, N. J., June 27, 1951. 
Senator ALLEN FREAR, 
Banking and Currency Committee, 
Senate Office Building, Washington, D. C.: 


Urge confirmation bill Divers as chairman of Federal Home Loan Bank Board. 


First FEDERAL SAVINGS AND LOAN, 
C. I. Lirrierirerp, Executive Vice President. 


INGLEWOOD, CALIF., June 26, 1951. 
Senator J. ALLEN Freak, Jr., 
Senate Banking and Currency Commitiee, 
United States Senate, Washington, D. C.: 

In common with more than 90 percent of the savings and loan executives of 
California I respectfully request you to recommend the reappointment of William 
K. Divers to the Federal Home Loan Bank Board. Under his excellent supervision 
the savings and loan industry has shown marked progress and should continue 
to do so under his jurisdiztion. 

Sincerely, 
SANFORD M. ANDERSON, President, 
Peoples Federal Savings and Loan Association. 


Lacuna Beacnu, Cauir., June 26, 1951. 
Senator J. ALLEN FREAR, 
Senate Banking and Currency Committee, Washington, D. C. 

It has come to our attention that the confirmation of the appointment of 
William K. Divers is now being considered by your committee. Your approval 
of this appointment would be of the utmost importance to the savings and loan 
industry. He has proven his capacity and ability to handle this job in the best 
interests of the industry and his approval by your committee should be favorable 
and same will be greatly appreciated. 

ANDREW S. HALL, 
President, Laguna Federal Savings and Loan Association. 





Los ANGELEs, Cauir., June 26, 1951. 
Senator FREAR, 
Subcommittee Chairman, Banking and Currency Committee, 
Senate Office Building, Washington, D. C.: 
Urge committee to recommend to Senate, confirmation of Mr. William K. 
Divers to Home Loan Bank Board. 
ATLANTIC Savina & LOAN ASSOCIATION, 
By D. A. Hoskins, Secretary-Treasurer. 
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Los ANGELEs, Cauir., June 26, 1951. 
Senator FREAR, 
Subcommittee Chairman, Banking and Currency Committee, 
Senate Office Building, Washington, D. C.: 

The undersigned California association strongly recommends confirmation by 
your committee of the appointment of William K. Divers as Chairman of the 
Federal Home Loan Bank Board. We do not approve of Congressman Hotifield’s 
attempt to use the Holifield committee to put pressure on the Home Loan Bank 
Board to grant a large monetary settlement to the Long Beach Federal Associa- 
tion. Chairman Divers has attempted to settle this litigation with the Long 
Beach Federal Association, but the president of the Long Beach Association, Tom 
Gregory, keeps raising the price for setthement. The Los Angeles Bank situation 
cannot be settled until the Long Beach situaiion is settled because the Long Beach 
Association has sued the Los Angeles Bank, the San Francisco Bank and the 
Home Loan Bank Board. 

Respectfully yours, 
Coast FrepeRAL Savines & LOAN 
AssOcIATION OF Los ANGELEs, 
Joe Crait, President. 


_ 


Los ANGELEs, Ca.iFr., June 26, 1951. 
Senator FrREAR, 
Subcommittee Chairman, Senate Committee on Banking and Currency, 
Senate Office Building, Washington, D. C.: 

This member of the savings and loan industry respects and approves the ad- 
ministration of Chairman William Divers of the Home Loan Bank Board, in- 
cluding his handling of the controversial west coast home loan bank problem and 
favors senatorial approval of his reappointment. 

Los ANGELES FEDERAL SAVINGS 
AND LoaN ASSOCIATION, 
J. K. Batti, President. 


Los ANGELES, Cauir., June 26, 1951. 
Senator J. ALLEN FrRear, Jr., 
Subcommittee Chairman, Banking and Currency Committee, 
Senate Office Building, Washington, D. C.: 
We urge Senate confirmation of reappointment of William K. Divers as Chair- 
man of the Home Loan Bank Board. 
GUNTHER J. SHIRLEY, 
Vice President-Treasurer, Metropolitan Federal 
Savings Loan Association of Los Angeles. 





Los ANGELEs, Cauir., June 26, 1951. 
Hon. J. ALLEN FrREaR, 
Subcommittee Chairman, Banking and Currency Commitlee, 
Senate Office Building, Washington, D. C.: 

We strongly recommend and urge confirmation of reappointment William K. 
Divers as Chairman, Home Loan Bank Board. He has rendered great service to 
the savings and loan industry in general. The savings and loan business in 
California especially needs Divers’ continuation in office to guard against attain- 
ment of extremely selfish efforts of certain persons. Honest and unselfish interests 
are 100 percent for Divers. 

Repusiic FepeERAL SAVINGS AND LOAN ASSOCIATION. 





Los ANGELEs, CaA.ir., June 26, 1951. 
Senator FREAR. 
Subcommittee Chairman, Banking and Currency Committee, 
Senate Office Building, Washington, D. C.: 
Our savings and loan association favor the confirmation of the reappointment 
of Mr. William Divers to the Home Loan Bank Board. 
F ADOLPH SLECHTA, 
President, Western Savings and Loan Association. 
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Los ANGELEs, Ca.ir., June 26, 1951. 
Hon. Senator FREAR, 
Chairman, Subcommittee of Banking and Currency, 
Senate Office Building, Washington, D. C.: 

This association while member of California Savings and Loan League does not 
support the league policy on the Federal Home Loan Bank matter. We are 
completely satisfied with the manner in which Mr. William Divers has handled 
this question in California and recommend that he be favorably considered for 
reelection. 

Hucu H. Evans, 
Vice President and Manager, 
Western Federal Savings and Loan Association. 





NEwARK, N. J., June 27, 1951. 
Senator J. ALLEN FREaR, Jr., 
Senate Office Building, Washington, D. C.: 


Understand name of William K. Divers before committee headed by you for 
confirmation of reappointment as chairman, Home Loan Bank Board. Hope 
your committee will confirm appointment. My observation of Mr. Divers is that 
he is an honest, conscientious public official. He has had admittedly difficult 
task with problem which he largely inherited. It is my opinion he has dealt with 
it in the best interest of the Government and of the savings and loan business as 
he sees it. I believe the opinion I have expressed in this wire would be confirmed 
by the savings and loan people by and large in New Jersey if consulted. 

Emit A. GALLMAN, 
Executive Vice President, New Jersey Savings and Loan League. 





New York, N. Y., June 27, 1981. 
Senator J. ALLEN FREAR, Jr., 
Senate Banking Subcommittee, 


Senate Office Building, Washington, D. C.: 

This institution, a member of Federal Home Loan Bank system, has complete 
confidence in integrity and capabilities of William Kk. Divers and urges his reap- 
pointment as member of Home Loan Bank Board. 

CrentTURY FEDERAL SAVINGS AND Loan ASSOCIATION, 
By GeorceE L. Butss, President. 


OAKLAND, Catir., June 26, 1951. 
Senator J. ALLEN FREAR, Jr., 
Chairman, Subcommittee Banking and Currency Committee, 
Senate Office Building, Washington, D. C.: 

The following associations, all members, Federal Home Loan Bank of San 
Francisco, urge prompt Senate confirmation of William K. Divers as member of 
Federal Home Loan Bank Board: 

San Francisco: Bay View Federal Savings and Loan Association; California 
Savings and Loan Co.; Citizens Federal Savings and Loan Association; Franklin 
Savings and Loan Association; Home Federal Savings and Loan Association; 
Home Mutual Savings and Loan Association; San Francisco Federal Savings and 
Loan Association; Trans-Bay Federal Savings and Loan Association. 

Oakland: Central Building and Loan Association; First Savings and Loan 
Association; Golden West Savings and Loan Association; Oakland Federal 
Savings and Loan Association; Thrift Federal Savings and Loan Association. 

Berkeley: Berkeley Savings and Loan Association; Fidelity Guaranty Building 
and Loan Association. 

Hayward: Hayward Savings and Loan Association. 
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OuympiaA, Wasu., June 26, 1951. 
Senator J. ALLEN FREAR, 
Chairman, Subcommittee of Senate Banking and Currency Committee, 
Washington, D. C.: 


Urge confirmation of William K. Divers as chairman of Home Loan Bank 
Board. As members of Federal Home Loan Bank of San Francisco, it is our 
firm opinion Divers very able and giving conscientious service. 

CapitaL SAVINGS AND LOAN ASSOCIATION, 
OuympiA FEDERAL SAVINGS AND LOAN ASSOCIATION. 
THuRSTON County FEDERAL SAVINGS AND LOAN AgsoOcIATION. 





PAasADENA, CALIF. 
Hon. J. ALLEN FREaR, Jr., 
Chair man, Subcommittee on Senate Banking and Currency Committee. 
Washington, D. C.: 


We strongly recommend confirmation of the reappointment of William K. 
Divers for the position of chairman of the Home Loan Bank Board. Our rela- 
tions with Mr. Divers, in his capacity of chairman of the Home Loan Bank 
Board, have been excellent, and we have found him to be an able administrator 
and a gentleman of unquestioned personal integrity. We hope your committee 
will confirm his reappointment. 


First FEDERAL SAVINGS AND LOAN ASSOCIATION OF ALTADENA. 
F. Dunton, President. 


PasADENA, Ca.ir., June 26, 1951. 
Senator FREAR, 
Subcommittee Chairman of Senate Banking and Currency Committee, 
Washington, D. C.: 


I strongly urge the reappointment of William K. Divers to the Federal Home 
Loan Bank Board. He has done an outstanding job for our industry, is not a 
supporter of the Fahey policies, has many friends in California, and is the type 
of man who bolsters public opinion of Government officeholders. It has been 
impossible for him to restore the Los Angeles and Portland banks due to com- 
plicated litigation which must be settled by the Federal courts. 

O. R. CLANTON, 


President, First Federal Savings and Loan Association of South Pasadena, 
Calif. 


PasapENA, Cauir., June 25, 1951. 
Senator FREAR, 
Banking and Currency Committee, United States Senate, Washington, D. C.:} 
This association cannot too strongly recommend confirmation by your com- 
mittee of President Truman’s reappointment of William K. Divers to the Home 
Loan Bank Board. 
HAMILTON PATTON, 
Executive Vice President, First Federal Savings and Loan Association of 
Pasadena. 


PasaDENA, Ca.ir., June 26, 1951. 
Hon. J. ALLEN FreEAR, Jr., 
Senate Banking and Finance Committee, Washington, D. C.: 
Urge that Hon. William Divers be reappointed as chairman of the Home Loan 
Bank Board. 
Sincerely, 
Jack H. McDona tp, 
President, Investors Savings and Loan Association. 
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PASADENA, Ca.ir., June 26, 1951. 
Senator FrREAR, 


Banking and Currency Committee, United States Senate, Washington, D. C.: 
I strongly recommend that William K. Divers be reappointed to the Federal 
Home Loan Bank Board. 


R. D. Aston, 
President, Mutual Savings and Loan Association. 





PASADENA, Ca.ir., June 26, 1951. 
Senator FREAR, 


Banking and Currency Committee, United States Senate, Washington, D. C.: 
We wish to advise that we are in favor of the reappointment of William K. 
Divers to the Federal Home Loan Bank Board. 
Respectfully, 


PASADENA SAVINGS AND LOAN ASSOCIATION. 





Rawuins, Wyo., June 26, 1951. 
Senator FREAR, 


Chairman, Subcommittee, Banking and Currency, Washington, D. C.. 
William K. Divers, chairman, Federal Home Loan Bank Board, up for Senate 
confirmation on his reappointment. We urge favorable consideration. His 
record has been excellent. Has been great help to saving and loan industry. 


Raw.uins FEDERAL SAVINGS AND LOAN ASSOCIATION, 
I. W. Dinsmore, President. 





San Dieco, Cauir., June 26, 1951. 

Hon. JosepH ALLEN FREAR, 

Chairman, Subcommittee, Banking and Currency Committee, 
Senate Office Building, Washington, D. C.: 


The undersigned members of the Federal Home Loan Bank of San Francisco, 
being all the members of the Savings and Loan Clearing Association of San 
Diego County, strongly urge the confirmation of the reappointment of William K. 
Divers as Chairman of the Home Loan Bank Board because we believe he has 
performed his duties diligently, impartially, and thoroughly, and deserves this 
confirmation without delay. 


First Federal Savings and Loan Association, County of San Diego, 
Central Federal Savings and Loan Association of San Diego, 
Home Federal Savings and Loan Association, Coronado Federal 
Savings and Loan Association, La Jolla Federal Savings and 
Loan Association, Oceanside Federal Savings and Loan Asso- 
ciation, San Diego Federal Savings and Loan Association, Chula 
Vista Building-Loan Association, Silver Gate Building and Loan 
Association, El Cajom Savings and Loan Association. 





San Jose, Cauir., June 26, 1951. 
SENATE BANKING AND CURRENCY COMMITTEE, 


Care J. Allen Frear, Jr., Senate Office Building, Washington, D. C.: 
We wish to express complete confidence in William K. Divers and urge favor- 
able consideration to his reappointment as Chairman of the Federal Home Loan 
Bank Board. 


Pato Atro Mutuat BUILDING AND LOAN ASSOCIATION, 

Nuciteus BUILDING AND LOAN ASSOCIATION, SAN JOSE. 

PIONEER INVESTORS SAVINGS AND LOAN ASSOCIATION, SAN JOSE. 
HomeE FounbDATION BUILDING AND LOAN ASSOCIATION, PALO ALTO. 
PENINSULA FEDERAL SAVINGS AND LOAN AssocraTION, SAN Mateo. 
First FEDERAL SAVINGS AND LOAN ASSOCIATION OF SAN JOSE. 
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SEATTLE, Wasu., June 27, 1961. 
Senator FREAR, 
Senate Office Building, Washington, D. C.: 


Urge your committee’s confirmation for the reappointment of William K. 
Divers as Chairman of the Federal Home Loan Bank Board. As a member of 
the Federal Home Loan Bank of San Francisco we recommend this appointment 
for the good of the public interest and the savings and loan industry. 


BALLARD FEDERAL Savinas AND LOAN ASSOCIATION, 
Haroup C. Kean, President. 


——— 


SEATTLE, Wasu., June 26, 1951. 
Senator FREAR, 
Subcommittee Chairman, Banking and Currency Committee, 
Senate Office Building, Washington, D. C.: 

As a member of the Federal Home Loan Bank of San Francisco, we urge prompt 
Senate confirmation of William Divers reappointment Chairman Federal Home 
Loan Bank Board. 

CITIZENS FEDERAL SAVINGS AND LOAN ASSOCIATION, 
E. E. Cusnine, President. 





SEATTLE, Wasu., June 27, 1951. 
Senator J. ALLEN FREAR, 
Senate Office Building, Washington, D. C.: 
We are in complete support of William K. Divers, Chairman of Board, Home 
Loan Bank, and recommend his reappointment to the Board and confirmation. 
LincoLn First FeperRAt SAavines AND LOAN ASSOCIATION, 
MempeEr, FepeRAL Home Loan Bank, SAN FRANCISCO, 
S. J. CALDERHEAD, Chairman of the Board, 


SEATTLE, Wasu., June 28, 1951. 
Senator FREAR, 
Subcommittee Chairman, Banking and Currency Committee, 
Senate Office Building, Washington, D. C.: 
As member of Federal Home Loan Bank of San Francisco we recommend re- 

appointment of William Divers, Chairman, Federal Home Loan Bank Board. 
West Stpe FepERAL SAVING AND LOAN, 
LesuigE E. Miustrep, President. 





SPOKANE, Wasu., June 26, 1951. 
Senator J. ALLEN FREAR, Jr., 
Chairman, Subcommittee, Banking and Currency Committee, 
Senate Office Building, Washington, D. C.: 


\s a member of the Federal Home Loan Bank of San Francisco I take pleasure 
in recommending and urging Senate confirmation for reappointment as member 
and chairman of the Federal Home Loan Bank Board the name of William K. 
Divers, present chairman. He is capable and practical and gives the kind of 
service needed in a public office of this kind. 

FipeEuiry SAVINGS AND Loan ASSOCIATION, 
By F. S. McWriuuraMs, President. 





SPOKANE, WasuH., June 26, 1951. 
J. ALLEN FREAR, Jr., 
United States Senator, 
Washington, D. C.: 


We would appreciate very much if your committee would consider favorably 
the reappointment of William K. Divers as a member and chairman of the Federal 
Home Loan Bank Board, Washington, D. C., Mr. Divers has done an outstanding 
job as a member of the Board and has received most favorable reaction from all 
the members of our industry throughout the United States. 


Roperick A, LINpDsay, 
President, Lincoln First Federal Savings and Loan Association, 
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Tacoma, Wasu., June 26, 1951. 
Senator J. A. FREAR, 
Washington, D. C.: 

All five savings and loan associations in Tacoma who are members of the 
Federal Home Loan Bank of San Francisco and have total assets in excess of 
$85,000,000, are well satisfied with the services performed by William K. Divers 
and urge confirmation of his reappointment by President Truman as a member of 
the Home Loan Bank Board. 

R. K. DANHAUSER, 
President, Tacoma City League of Savings and Loan Associations. 


Van Nvys, Catir., June 26, 1951. 
Senator J. ALLEN FREAR, Jr., 
Chairman, Senate Banking and Currency Committee, 
United States Senate, Washington, D. C.: 

Our officers strongly urge reappointment of William K. Divers, Chairman 
Federal Home Loan Bank Board. Mr. Divers has shown great ability, under- 
standing, and integrity in office. 

LEE W. MILLER, 
Vice President and Manager, San Fernando Valley 
Federal Savings and Loan Association, Van Nuys, Calif. 


YAKIMA, Wasu., June 26, 1951. 
Senator FREAR, 
Subcommittee Chairman, Banking and Currency Committee 
Senate Office Building, Washington, D. C.: 
As a member of San Francisco Federal Home Loan Bank, we urge appointment 
of William K. Divers to Federal Home Loan Bank Board. We are highly pleased 
with his capable leadership in the affairs of this industry. 


’ 


FRANK D. ARNOLD, 
Executive Vice President, Liberty Savings and Loan Association. 


YAKIMA, Wasu., June 26, 1951. 
Senator FREAR, 
Subcommittee Chairman, Banking and Currency Committee, 
Senate Office Building, Washington, D. C.: 
As members of the Federal Home Loan Bank of San Francisco, we urge the 
reappointment of William K. Divers as chairman of the Home Loan Bank Board. 
YAKIMA FEDERAL SaviInGs AND LOAN ASSOCIATION, 
Home FEDERAL SAVINGS AND LOAN ASSOCIATION. 





WESTFIELD, N. J., June 27, 1951. 
Senator ALLEN FREAR, 
Banking and Currency Committee, 
Senate Office Building, Washington, D. C.: 

Testimony of certain California people before your committee prejudiced. Rest 
of savings and loan business consider Mr. Divers’ handling of Long Beach case 
fair and impartial. Mr. Divers highly regarded in New Jersey. Urge his 
confirmation. 

R. S. MessERSMITH, 
Vice President, Westfield Federal Savings and Loan Association. 


Senator Frear. I would like to state that the hearings are not 
closed but are recessed subject to the call of the Chair. 

(Whereupon, at 12:10 p. m., the committee recessed to reconvene 
at the call of the Chair.) 
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